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Introduction  and  Key  Findings 

by  Sumiye  Okubo  McGuire"^ 


The  rapid  pace  and  magnitude  of  foreign  direct  investment 
in  the  United  States  (FDIUS)  during  the  1980s  raised 
public  concerns  about  the  impact,  positive  or  negative,  of 
this  investment  on  the  U.S.  economy.  Flows  of  FDIUS 
slowed  in  the  1990s,  as  did  the  wide  publicity  previously 
devoted  to  FDIUS.  Nonetheless,  questions  about  the 
significance  and  effect  of  FDIUS  on  the  U.S.  economy 
remain. 

This  second  Department  of  Commerce  report  on 
foreign  direct  investment  in  the  United  States  responds  to 
the  Foreign  Direct  Investment  and  International  Financial 
Data  Improvements  Act  of  1990.  That  law  seeks  to 
improve  the  information  provided  by  the  federal  govern- 
ment on  the  significance  of  foreign  direct  investment  in 
the  United  States.  The  law  also  requires  the  Bureau  of 
Economic  Analysis  (BEA)  to  exchange  confidential  data 
on  foreign  direct  investment  in  the  United  States  with  the 
Bureau  of  the  Census  and  the  Bureau  of  Labor  Statistics 
(BLS),  and  the  Bureau  of  Census  to  share  its  data  with 
BEA,  in  order  to  improve  U.S.  government  data  on  foreign 
direct  investment. 

The  first  report  in  this  series  was  published  in  August 
1991 .  It  reviewed  definitions  and  measurement  issues,  the 
macroeconomic  and  microeconomic  theory  of  interna- 
tional investment  —  both  portfolio  and  direct  —  and  the 
planning  of  the  BEA,  Census,  and  BLS  data  link  projects. 
The  report  analyzed  the  trends  and  patterns  of  foreign 
direct  investment  (FDI)  in  the  United  States  compared  to 
that  in  other  countries,  and  FDI's  role  in  and  impact  on  the 
U.S.  economy.  It  provided  an  overview  of  the  character- 
istics and  performance  of  U.S.  affiliates  of  foreign  firms, 
in  general,  and  in  five  key  sectors  ~  electronics,  automo- 
biles, steel,  chemicals,  and  banking  —  in  which  foreign 
ownership  was  significantly  large. 

Objectives  of  the  Study 

This  second  report  updates  information  provided 
in  the  first  report  on  FDIUS,  and  examines  three  key  issues 
~  trade,  technology,  and  taxes — that  have  been  widely  and 
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publicly  raised  about  FDIUS.  The  study  first  reviews 
recent  developments  in  direct  investment  in  major  world 
economies.  It  examines  recent  trends  in  the  flows  of 
foreign  direct  investment  into  the  United  States  through 
1991,  and  recent  operations  of  nonbank  and  bank  U.S. 
affiliates  of  foreign  firms.  The  study  analyzes  newly 
available  data  ft'om  the  BEA-Census  data  link  and  the 
BEA-BLS  link  project  '  that  provides  the  basis  for  more 
in-depth  analyses  of  affiliates'  activities  in  specific  indus- 
tries. The  report  addresses  questions  about  the  impact  of 
U.S.  affiliates  on  U.S.  trade  performance  and  on  U.S. 
technological  developments  and  transfer.  The  study  also 
examines  the  extent  to  which  foreign-controlled  compa- 
nies shift  their  income  away  fi"om  the  United  States 
through  transfer  pricing  practices.  Also  included  in  this 
report  are  a  brief  survey  of  recent  non-government,  ana- 
lytical literature  on  this  subject,  and  a  large  collection  of 
statistical  tables  on  foreign  direct  investment  in  the  United 
States. 

What  is  Foreign  Direct  Investment? 

There  are  two  types  of  private  foreign  investment  - 
direct  and  portfolio.  Foreign  investment  in  the  United 
States  is  classified  as  foreign  direct  investment  when 
ownership,  directly  or  indirectly,  by  a  foreign  person  or 
business  amounts  to  10  percent  or  more  of  the  voting 
securities  of  an  incorporated  U.S.  business  enterprise,  or 
an  equivalent  interest  in  an  unincorporated  U.S.  business 
enterprise.  A  lOpercentor  more  equity  interest  is  consid- 
ered evidence  of  a  long-tenn  interest  in,  and  a  measure  of 
influence  over,  the  management  of  the  company.  Such  an 
enterprise  is  a  U.S.  affiliate  of  a  foreign  firm  (hereafter 
referred  to  as  U.S.  affiliate).  The  international  transfer  of 
capital  is  not  necessary  for  direct  investment.  For  ex- 
ample, a  foreign  corporation  may  acquire  a  partial  or 
whole  interest  in  a  U.S.  firm  in  exchange  for  technology 
or  managerial  know-how,  and  provide  no  financial  capi- 


'The  BEA-Census  data  link  project  links  BEA's  enterprise,  or  company, 
data  for  foreign-owned  U.S.  firms  with  the  Census  Bureau's  e<;Lablishment. 
or  plant,  data  for  all  U.S.  firms  to  obtain  Census'  detailed  estahlishnicnt 
data  forthe  enterprises  that  report  to  BEA.  The  data  published  so  far  under 
this  project  cover  the  number,  employment,  pay  roll,  and  shipments  or  sales 
of  the  establishments  of  U.S.  affiliates  of  foreign  companies  in  1987. 


tal.  Also,  the  affiliate's  financial  capital  may  be  provided 
by  domestic  or  foreign  financial  institutions.  ^ 

Key  Findings 

The  study  provides  several  important  conclusions 
about  the  impact  of  foreign  direct  mvestment  on  the  U.S. 
economy  and  its  competitiveness. 

•  Foreign  direct  investment  slowed  down  consider- 
ably in  the  1990-92  period.  The  foreign-owned 
firms'  share  of  the  U.S.  economy  has  stabilized 
after  rapid  increases  in  the  1980s. 

•  U.S.  affiliates  paid  slightly  higher  wages  (corrected 
for  industry  composition),  and,  partly  because  of 
their  rising  numbers,  increased  their  total  employ- 
ment of  U.S.  workers  slightly  faster  than  U.S.- 
owned  firms. 

•  U.S.  affiliates'  share  of  the  U.S.  trade  imbalance 
rose  sharply  in  the  1980s. 

•  Their  share  of  U.S.  high- technology  industries  is 
small  though  rising,  and  they  are  slightly  more 
concentrated  in  high- technology  industries  than  are 
U.S. -owned  fums.  They  have  contributed  to  U.S. 
technological  capability  and  development. 

•  Foreign-owned  corporations,  as  a  group,  had  lower 
taxable  incomes  relative  to  revenues  and  assets 
than  corporate  U.S.  firms.  At  least  half  of  the  dif- 
ference can  be  attributed  to  seven  factors  other 
than  income  shifting  and  transfer  pricing.  But 
other  non-tax  avoidance  actions,  not  evaluated  in 
the  study,  may  also  play  a  role. 

Assessments  of  these  issues  are  summarized  in  this 
section,  and  discussed  more  fiilly  in  the  following  chap- 
ters. 

Changes  in  International  Direct  Investment 

World-wide  foreign  direct  investment  flows  ex- 
panded rapidly  during  the  1980s,  outpacing  the  growth 
rate  of  world  trade,  and  became  a  major  vehicle  for  world 
economic  integration.  Most  of  the  increase  occurred  in  the 
second  half  of  the  1980s,  and  most  of  the  FDI  flows  were 
among  developed  countries.  A  major  share  of  the  surge  in 
world  inflows  during  the  second  half  of  the  1980s  was 
accounted  for  by  rising  inflows  into  EC  countries  fi"om 
each  other,  as  well  as  from  other  European  countries,  the 
United  States,  and  Japan.   More  than  70  percent  of  the 

^For  further  explanation,  see  the  Glossary  of  Foreign  DirectTerms,  Appen- 
dix A,  at  the  end  of  this  report. 


surge  in  outflows  during  the  1980s  was  from  the  EC 
coimtries  and  Japan.  Total  global  FDI  flows  peaked  in 
1989-90  and  dropped  sharply  in  1991.  Aggregate  Euro- 
pean outflows  and  mflows  continued  to  rise  through  1990 
and  then  declmed  in  1 99 1 .  Japanese  outflows  also  peaked 
in  1990,  and  then  fell  off  sharply.  U.S.  inflows  fell 
significanfly  in  1990,  and  by  1992,  became  negative, 
resulting  in  net  disinvestment.  In  contrast,  U.S.  outflows 
rose  strongly  between  1990  and  1992. 

The  major  reasons  for  expansion  and  subsequent 
decline  in  investment  flows  include  macroeconomic  con- 
ditions, advances  in  telecommunications  technology,  lib- 
eralization of  capital  markets  worldwide,  and  the  desire  to 
retain  or  gain  access  to  markets.  But,  the  absolute  or 
relative  importance  of  these  factors  as  past  or  future 
determinants  of  FDI  flows  cannot  be  measured  with 
certainty. 

Macroeconomic  Conditions.  Sustained  trade  im- 
balances during  the  1980s,  driven  in  part  by  savings 
imbalances,  led  to  exchange  rate  changes  that  lowered 
U.S.  asset  values  in  terms  of  foreign  currencies,  and  raised 
the  attractiveness  of  investment  m  the  United  States.  The 
relatively  rapid  economic  growth  in  the  United  States  also 
attracted  large  foreign  direct  investment  inflows.  As  a 
result,  international  investment  flows  ~  both  portfolio  and 
direct  —  surged  into  the  United  States. 

The  circumstances  that  led  to  sizable  inflows  of  FDI 
to  the  United  States  and  worldwide  began  to  change  in  the 
late  1980s.  These  changes  were  reflected  in  the  declines 
in  flows  of  worldwide  direct  investment,  especially  to  the 
United  States.  By  19  89,  macroeconomic  conditions  began 
to  change  in  Germany,  as  the  unification  process  sharply 
raised  the  domestic  German  demand  for  investment  ftmds, 
and  in  Japan,  as  the  major  decline  in  the  values  of  stocks 
and  real  estate  led  to  significant  reductions  in  the  Japanese 
banks'  capital  base  and  therefore  their  lending  ability.  The 
growth  of  the  U.S.  economy,  too,  was  slowing  down  in 
1989  and  turned  negative  in  1990,  and  attractive  U.S. 
investment  opportunities  rapidly  diminished. 

Advances  in  Technology.  Advances  in  telecom- 
munications technology  in  the  mid-1980s  encouraged 
world  direct  investment  flows.  They  greatly  enhanced 
firms'  ability  to  control  and  manage  production  and 
distribution  around  the  globe,  and  enabled  fmancial  insti- 
tutions to  retain  links  with  other  lenders  and  borrowers 
aroimd  the  clock. 

Liberalization  of  Capital  Markets.  During  the 
1980s,  deregulation  of  financial  markets  and  decontrol  of 
capital  flows  greatly  facilitated  cross-border  investment. 
These  developments  occurred  in  industrial  economies, 
including  the  United  States,  the  United  Kingdom,  Japan, 
France,  and  Italy,  and  in  developing  nations  that  are 
moving  towards  market  economies.  The  relatively  more 
open  investment  climate,  coupled  with  its  large  market 


size,  contributed  to  the  United  States  becoming  a  major 
recipient  of  international  direct  investment  flows. 

Market  Access.  Foreign  direct  investment  is  often 
used  by  multinational  corporations  to  circumvent  barriers 
to  market  entry.  For  example,  foreign  investments  were 
apparently  made  in  the  U.S.  auto  and  steel  industries  in  the 
1980s,  partly  to  avoid  U.S.  trade  restrictions  that  limited 
U.S.  imports  from  Japanese  fums.  Similarly,  between 
1 9  89  to  1 99 1 ,  much  of  the  foreign  direct  investment  by  the 
U.S.  and  Japanese  multinationals  in  Europe  were  made  to 
ensure  access  to  the  large  European  Community  before 
creation  of  the  Single  European  Market  at  the  end  of  1 992. 
Foreign  direct  investment  also  enabled  foreign  firms  to 
exploit  special  advantages,  such  as  lower  capital  cost, 
advanced  technology,  and  better  quality  control,  and  to 
improve  service  to  a  market. 

Despite  the  slowdown  in  FDI  inflows  into  the  United 
States  in  1990-1992,  it  continues  to  hold  the  largest  share 
ofthe  world's  inward  direct  investment  stock.  In  1990,  the 
U.S.  share  remained  twice  as  large  as  the  next  largest 
recipient  ~  the  United  Kingdom  (24  percent  versus  12 
percent).  The  United  States  is  also  still  the  world's  largest 
holder  of  outward  foreign  direct  investment  stock. 

Growing  Economic  Importance  of  U.S. 
Affiliates 

The  recent  rapid  rise  in  FDIUS  is  reflected  in  its 
rising  share  of  total  U.S.  net  national  worth.  This  share 
more  than  doubled  from  1 .2  percent  in  1 980  to  2.7  percent 
in  1 99 1 .  However,  this  share  is  far  smaller  than  in  all  other 
major  industrial  countries,  except  Japan. 

The  FDI  flows  into  the  United  States  have  been 
broadly  based  across  most  U.S.  industrial  sectors  and 
across  the  main  FDI  source  countries.  Between  1985  and 
1991,  however,  the  composition  of  FDIUS  changed.  Shares 
in  wholesaling,  petroleum,  and  real  estate  fell,  and  invest- 
ment shares  rose  in  manufacturing,  finance  and  insurance, 
and  other  industries  (other  services  and  mining),  suggest- 
ing a  gradual  evolution  from  marketing  and  distribution  to 
production  of  goods  and  services.  Within  manufacturing, 
the  composition  of  FDIUS  changed  little  between  1985 
and  1991. 

Among  the  major  investing  countries  in  the  United 
States,  between  1985  and  199 1 ,  Japan  and  France  showed 
significant  increases  in  their  share  of  total  direct  invest- 
ment stock  in  the  United  States.  Japan's  share  more  than 
doubled,  and  France  raised  its  share  by  more  than  50 
percent.  The  United  Kingdom  had  a  small  increase  in  its 
share.  The  other  major  investing  countries,  the  Nether- 
lands, Germany,  and  Canada,  showed  declines  in  their 
shares  of  total  FDIUS. 

The  1990-91  U.S.  economic  recession  slowed  the 
growth  ofthe  operations  of  both  U.S. -owned  firms  and 
foreign-owned  firms,  and  reduced  their  profitability.  The 


size  ofthe  total  operations  of  foreign-owned  firms  in  the 
United  States  grew,  mostly  through  acquisitions  of  exist- 
ing U.S.  firms  and  establishment  of  new  affiliates,  rather 
than  through  expanded  operations  of  existing  ones.  U.S. 
affiliates,  however,  remain  a  small  share  of  the  U.S. 
economy  as  a  whole,  but  are  important  in  the  U.S.  inter- 
national trade  sector  and  in  certain  key  market  niches. 
According  to  the  BEA-Census  data  link  project,  U.S. 
affiliates  account  for  4  percent  ofthe  employment  in  all 
U.S.  nonbank  businesses  and  7  percent  of  manufacturing 
employment. 

U.S.  affiliates  have  in  general  contributed  to  the  U.S. 
economy,  providing  employment  to  4.7  million  Ameri- 
cans in  1990.  They  have  substantially  increased  spending 
on  plant  and  equipment  and  for  research  and  development, 
and  raised  their  share  of  total  value  added  and  employ- 
ment, albeit  mostly  through  acquisitions  and  new  estab- 
lishments rather  than  expansion  of  existing  affiliates. 
Their  employment  rose  more  quickly  in  some  sectors, 
particularly  in  the  coal  and  petroleum  products  industry 
and  in  the  chemicals  industry.  They  resemble  U.S. -owned 
firms,  but  tend  to  be  more  externally  oriented,  and  report 
lower  profits  and  thus,  lower  tax  payments. 

•  Foreign-owned  firms  accounted  for  substantial 
shares  of  sales  and  employment  in  capital-intensive 
industries  and  mining. 

•  U.S.  affiliates,  especially  Japanese-owned  affili- 
ates, invested  more  in  plant  and  equipment  per 
dollar  of  value  added. 

•  Rising  value  added  of  foreign-owned  fums  over  the 
past  decade  has  narrowed  the  differential  in  value 
added  per  employee  between  U.S.-  and  foreign- 
owned  firms. 

•  European,  Canadian,  and  Japanese  firms  were  the 
major  owners  of  affiliates,  producing  almost  90 
percent  of  total  value  added  by  affiliates  in  1990. 
European-owned  fums  had  58  percent  ofthe  total. 
Japanese  affiliates  doubled  their  share  of  value 
added,  from  7  percent  in  1980  to  14  percent  by 
1990. 

•  U.S.  affiliates'  ratio  of  value  added  to  imports  rose 
from  18  percent  in  1980  to  40  percent  in  1990. 
reflecting  a  higher  domestic  content  share  of 
output.  Domestic  content  rose  from  81  percent  in 
1987  to  85  percent  by  1990.  This  shift  was  partly 
due  to  rising  investment  in  manufacturing  versus 
wholesaling. 

•  Their  reported  average  profits  have  been  lower  than 
those  of  U.S. -owned  firms,  peaking  at  $12  billion 
in  1988,  and  in  1990,  averaging  a  net  loss.  Sixty 
percent  of  this  loss  was  that  reported  by  new 


affiliates  of  French,  Swedish,  and  Japanese  firms  in 
manufacturing,  transportation  services,  and 
wholesale  trade. 

Growth  of  foreign  direct  investment  in  the  banking 
industry  showed  a  pattern  similar  to  that  in  the  nonbank 
sector.  Asset  growth  by  foreign-owned  banks  slowed  in 
1990-91,  after  registering  double-digit  annual  growth 
rates  since  the  early  1970s.  Business  lending  dominated 
foreign-owned,  but  not  U.S. -owned,  bank  loan  portfolios. 
The  recent  slowdown  in  the  increase  in  business  lending 
by  both  foreign-  and  U.S. -owned  banks  operating  in  the 
United  States  reflected  a  weak  domestic  economy  and  a 
negative  impact  on  bank  lending  of  increased  U.S.  and 
foreign  banking  capital  requirements. 

New  1993  data  on  offshore  lending  by  foreign- 
owned  banks  provide  additional  insights  into  their  busi- 
ness lending  activities. 

•  European  banks  extensively  used  offshore  banking 
centers  to  lend  to  U.S.  firms,  and  played  a  much 
more  important  part  in  foreign-owned  banks' 
business  lending  in  the  United  States  than  previ- 
ously thought. 

•  The  new  offshore  lending  estimates,  combined  with 
data  from  the  Federal  Financial  Institutions 
Examination  Council,  show  that  Japanese  banks 
did  not  dominate  foreign-owned  banks'  business 
lending  in  the  United  States  in  the  1980s. 

Growth  of  Trade  in  Goods  and  Services 

U.S.  affiliates  accoimted  for  a  major  share  of  the 
U.S.  trade  deficit  in  goods  and  services.  Moreover,  their 
trade  patterns  differed  significantly  from  that  of  U.S.- 
owned  firms.  The  overall  U.S.  trade  deficit  peaked  in 
1987,  and  then  greatly  improved  after  the  1985-87  depre- 
ciation of  the  dollar.  However,  U.S.  affiliates'  share  of  the 
total  U.S.  merchandise  trade  deficit  has  been  steadily 
rising  since  1984,  reaching  88  percent  of  the  total  U.S. 
trade  deficit  in  1990.  U.S.  affiliates  were  the  largest 
contributors  to  the  pre- 1987  growth  in  the  U.S.  trade 
deficit  and  accounted  for  almost  none  of  the  overall  deficit 
reducfion  between  1987  and  1990. 

Several  key  factors  have  accounted  for  the  diver- 
gence in  trade  performance  of  foreign-owned  and  U.S.- 
owned  firms  in  the  1980s: 

•  The  number  of  foreign-owned  firms  grew  rapidly, 
and  these  firms  tend  to  depend  on  their  parents  for 
goods  they  use  as  intermediate  inputs  or  for  resale. 

•  Since  1986,  most  of  the  growth  in  U.S.  affiliate 
foreign  trade  was  attributable  to  the  expanded 
foreign  trade  of  existing  U.S.  affiliates,  while  an 


important  but  small  share  was  attributable  to  the 
foreign  trade  of  new  affiliates  acquired  each  year. 

•      A  major  share  of  the  import  growth  since  1986  was 
by  U.S.  affiliates  in  wholesaling,  including  those 
mainly  in  the  business  of  importing. 

U.S.  affiliates'  exports  accounted  for  a  small,  but  not 
insignificant,  share  of  the  growth  in  the  U.S.  economy  and 
jobs  between  1986  and  1990.  In  1990,  U.S.  affiliate 
merchandise  exports  accoimted  for  approximately  one- 
fourth  of  the  total  contribution  to  U.S.  GDP  by  all  U.S. 
firms'  exports.  Between  1986  and  1990,  U.S.  affiliate 
merchandise  exports  contributed  an  estimated  7  percent  of 
total  real  U.S.  GDP  growth  (in  1987  dollars).  Moreover, 
U.S.  affiliate  exports  accoimted  for  an  estimated  1.7 
million  of  the  total  7.2  million  jobs  supported  by  overall 
U.S.  merchandise  exports  in  1990. 

Among  the  various  investing  countries,  Japanese- 
owned  firms  accounted  for  the  largest  shares  of  U.S. 
affiliates'  total  exports  and  imports,  and  for  well  over  one- 
half  of  the  growth  in  the  U.S.  affiliates'  overall  trade 
deficit  in  the  1980s.  Much  of  the  Japanese-owned  affili- 
ates' trade  deficit  reflected  the  major  share  of  investment 
primarily  in  wholesaling  ~  i.e.,  importing  for  resale  in  the 
U.S.  market  rather  than  manufacturing. 

Technology  Acquisition  and  Transfer 

The  scale  of  operations  of  foreign-owned,  high- 
technology  firms  grew  steadily  in  the  1980s  through 
acquisition  and  expansion  of  existing  facilities,  but  still 
remained  small  in  terms  of  their  shares  of  the  total 
employment,  sales,  or  assets  in  U.S.  high-technology 
industries.  They  are  slightly  more  heavily  concentrated  in 
high-technology  industries  than  U.S. -owned  firms,  and 
their  shares  differed  in  specific  industries.  In  audio  and 
video  equipment,  plastics  and  synthetic  fibers,  industrial 
inorganic  chemicals,  and  drugs  and  medicines  industries, 
foreign  firms  ~  principally  Japanese,  German,  and  British 
firms  —  acquired  a  significant  share  of  the  U.S.  market. 
U.S.  affiliates  tended  to  concentrate  in  the  same  broad, 
high-technology  industry  categories  their  parents  occupy 
in  their  home  country,  suggesting  that  they  invest  in 
sectors  in  which  the  parents  are  strong  exporters  or  have 
comparative  advantage.  This  tendency  also  reflects  an 
apparent  strategy  to  maintain  or  gain  market  share  of 
specific  high-technology  goods,  and  to  exploit  new  tech- 
nologies in  the  U.S.  market. 

Foreign  firms  have  apparently  used  FDI  to  gain 
access  to  leading  U.S.  technologies,  such  as  biotechnol- 
ogy and  computer  software,  and  to  increase  their  share  of 
the  large  U.S.  market  -  the  world's  largest  single  market 
for  high-technology  products.  Acquisition  and  establish- 
ment of  U.S.  firms,  however,  were  only  two  of  the  many 
ways  of  achieving  these  goals.  Others  included  marketing 


and  sales  agreements,  second  sourcing  agreements,  coop- 
erative research  projects,  funding  of  U.S.  university  re- 
search, direct  purchases  of  technology,  and  employment 
of  U.S.  scientists  and  engineers. 

Although  the  extent  that  U.S.  affiliates  contributed 
to,  or  transferred  abroad,  U.S.  technology  cannot  be 
directly  measured  from  available  data,  the  data  suggest 
that  U.S.  affiliates  contributed  to  U.S.  technology  devel- 
opment. U.S.  affiliates  increased  their  R&D  spending  at 
a  faster  rate  than  U.S. -owned  firms,  in  general,  and 
especially  in  high-technology  industries,  doubling  their 
ratio  of  R&D  spending  to  sales  between  1980  and  1990. 
Japanese-owned  firms  showed  the  strongest  increase.  In 
high-technology,  manufacturing  industries,  U.S.  affili- 
ates devoted  similar  amounts  of  R&D  resources  relative  to 
sales  as  U.S. -owned  firms,  but  had  higher  ratios  in  the 
drugs  and  audio,  video,  and  communications  equipment 
industries.  It  should,  however,  be  noted  that  R&D  results 
may  be  applied  to  foreign,  as  well  as  U.S.,  production. 

Royahy  and  license  fees  data  show  that  affiliates 
received  far  more  technology  ft'om  their  foreign  parents 
than  they  sent  abroad.  These  fees  are  also  sometimes 
viewed  as  a  means  of  transferring  income  fi^om  a  high-tax 
to  a  low-tax  country.  However,  the  overwhelmingly  large 
volume  of  payments  over  receipts  suggests  that  there  has 
beenanetinflow  oftechnology  toU.S.  affiliates  from  their 
foreign  parents. 

Profits  and  Taxes 

As  a  whole,  foreign-owned  corporations  reported 
lower  taxable  incomes  relative  to  revenues  and  assets, 
compared  to  their  U.S.-controUed  counterparts.  These 
lower  ratios  of  taxable  income  to  revenues  and  assets 
raised  questions  about  the  extent  to  which  foreign-owned 
corporations  may  have  shifted  otherwise  taxable  income 
earned  in  their  U.S.  operations  to  lower-tax  countries 
through  transfer  pricing  practices  (i.e.,  practices  that 
depart  Irom  "arms-length"  standards).  Data  obtained 
from  the  Internal  Revenue  Service  (IRS)  on  foreign- 
controlled  (majority  ownership)  and  U.S. -controlled  cor- 
porations were  used  to  examine  possible  explanations  of 
income  differentials,  including  possible  income  shifting. 

Statistical  analysis  of  these  data  indicated  that  at  the 
most,  about  half  of  the  difference  in  the  rafios  of  taxable 
income  to  revenues  (and  assets)  between  foreign-owned 
corporations  and  U.S. -owned  corporations  could  be  ex- 
plained by  factors  other  than  income  shifting  and  transfer 
pricing  practices.  Because  the  IRS  firm  level  data  caimot 
be  used  to  identify  transfer  price  distortions  directly,  the 
analysis  assessed  the  effect  of  seven  factors,  which  could 
be  estimated,  on  the  differences  in  the  income  ratios.  The 
factors  were  high  debt  charges,  asset  valuation  distortions, 
unprofitable  acquisitions,  start-up  costs  and  maturation, 
exchange  rate  changes,  and  differences  between  parent 
and  affiliate  profits.  About  half  of  the  differences  could 


be  explained  by  these  factors.  This  suggests  that  the 
remaining  half  of  the  aggregate  difference  is  an  upper 
bound  for  the  total  amount  of  possible  distortions  due  to 
transfer  pricing  practices.  Other  unestimated  factors 
include,  for  example,  the  desire  for  diversification,  differ- 
ences in  the  cost  of  capital,  longer  time  horizons  of 
foreign-controlled  versus  U.S. -controlled  firms,  and  pos- 
sibly a  willingness  to  accept  lower  profits  to  pursue  other 
strategies,  such  as  circumventing  trade  barriers  and  retain- 
ing access  to  the  large  U.S.  market. 

Data  Sources  and  Measurement 
Issues 

The  principal  sources  of  data  for  this  report  are  the 
Department  of  Commerce,  Bureau  of  Economic  Analysis 
and  the  Bureau  of  the  Census,  and  the  Department  of 
Labor,  Bureau  of  Labor  Statistics.  Other  data  sources 
include  the  Federal  Reserve  System,  the  U.S.  Department 
of  Treasury,  and  privately  collected  databases.' 

Bureau  of  Economic  Analysis  Data 

BE  A  conducts  quarterly,  annual,  and  benchmark 
(every  five  years)  surveys  of  foreign  direct  investment  in 
the  United  States  under  the  mandate  of  the  International 
Investment  and  Trade  in  Services  Survey  Act."  These  data 
are  collected  on  a  consolidated  enterprise  or  firm  basis  that 
eliminates  duplicative  intra-company  transactions  and 
records  sales  of  goods  and  services  by  the  firm  only  once. 
They  provide  a  detailed  picture  of  the  levels,  growth,  and 
regional  and  industry  distribution  of  investments,  and  of 
the  operating  characteristics  of  the  U.S.  affiliates  of 
foreign  firms.  U.  S.  affiliates  are  primarily  classified  in  the 
industry  which  accounts  for  the  largest  share  of  the  atTili- 
ates'  sales.  These  data  can  be  used  to  compare  the 
activities  of  U.S.  affiliates  and  U.S.  firms,  but  are  not 
useful  for  examining  the  activities  within  enterprises 
which  operate  in  diverse  industries. 

Data  Link  Project 

To  overcome  limitations  in  analyzing  data  collected 
on  enterprises,  the  Foreign  Direct  Investment  and  Interna- 
tional Financial  Data  Improvements  Act  of  1990  autlio- 
rized  limited  sharing  of  data  between  BE  A  and  Census  and 
BEA  and  the  Bureau  of  Labor  Statistics  (BLS).  Census 

'For  a  complete  listing  and  discussion  of  all  daU  collected  by  the  Federal 
government  on  foreign  direct  investment  in  the  I'nited  Slates,  see  Chapter 
9. 

^For  a  discussion  of  data  collected  by  the  Bureau  of  Economic  Analysis,  see 
Alicia  M.  Quijano,  "A  Guide  to  BEA  Statistics  on  Foreign  Direct  Invest- 
ment in  the  United  States,"  Sur\'ey  of  Current  Business  (February  1990), 
pp.  29-37;  and  for  a  list  of  the  most  recent  publications  on  foreign  direct 
investment,  see  Bureau  of  Economic  Analysis,  A  User's  Guide  to  BEA 
Information  (March  1993). 


and  BLS  collect  data  on  an  establishment  or  plant  basis. 
Establishment  data  are  classified  by  the  industry  accoimt- 
ing  for  the  major  activity  of  that  plant  or  location,  and 
provide  industry  information  in  greater  detail  than  that  on 
an  enterprise  basis.  For  example,  the  link  project  expands 
the  information  from  135  industries  classified  at  approxi- 
mately the  three-digit  Standard  Industrial  Classification 
level  to  800  industries  classified  at  the  SIC  four-digit  level, 
and  provides  data  that  more  accurately  reflect  the  indus- 
trial activities  of  U.S.  affiliates. 

The  initial  data  provided  by  the  BEA-Census  data 
link  project  cover  the  number,  employment,  payroll,  and 
shipments  or  sales  of  establishments  of  U.S.  affiliates  of 
foreign  firms  in  1987.  These  data  have  been  disaggregated 
by  industry,  by  state  location,  and  by  country  of  ultimate 
beneficial  owner,  and  show  comparable  detailed  industry 
information  for  the  United  States  as  a  whole.  Expanded 
information  for  1989  and  1990  on  manufacturing  estab- 
lishments of  U.S.  affiliates  are  to  be  published  in  1993. 
Among  the  additional  data  to  be  included  are  value  added, 
hourly  wages  of  production  workers,  and  capital  expendi- 
tures. Data  on  non-manufacturing  establishments  will  be 
published  again  when  the  1992  census  data  are  available. 

The  BEA-BLS  linked  data  cover  1989  and  1990. 
The  data  provide  information  on  average  monthly  em- 
ployment and  wages  by  foxir-digit  SIC  industries.  The  data 
include  establishments  of  both  U.S.  affiliates  and  U.S.- 
owned  firms. 

Other  Data  Sources 

Other  sources  of  data  used  in  this  report  are  special- 
ized data  series,  such  as: 

•  The  Federal  Reserve  System  and  the  U.S.  Depart- 
ment of  Treasury  collect  detailed  financial  and 
operating  data  from  domestic  and  foreign  banks  in 
the  United  States,  as  required  by  U.S.  law.  To 
limit  the  reporting  burden,  BEA  does  not  collect  as 
comprehensive  information  on  foreign  banks  in  the 
United  States  as  it  does  for  other  types  of  busi- 
nesses. 

•  The  U.S.  Department  of  Treasury ' s  Internal 
Revenue  Service  provides  data  on  assets,  income, 
and  taxes  of  foreign-confrolled,  majority-owned 
corporations  in  its  Statistics  of  Income  Bulletin. 

•  Data  on  R&D  facilities  by  industry  and  location 
have  been  collected  by  individual  researchers. 
These  data  are  not  comparable  to  official  govern- 
ment information. 

Data  Limitations 

The  data  link  projects  of  BEA-Census  and  BEA- 
BLS  begin  to  resolve  comparability  problems  among  data 


on  FDIUS  at  the  enterprise  and  establishment  levels; 
however,  comparability  problems  and  other  data  problems 
remain.  International  trade  data  for  U.S.  affiliates  for 
benchmark  years  are  collected  by  BEA  on  a  product  basis, 
and  are  reasonably  comparable  to  U.S.  industry  data 
collected  by  the  Bureau  of  the  Census  from  U.S.  Customs 
documents  on  a  product  basis.  However,  the  BEA  data  are 
for  only  very  broad  product  categories.  For  non-bench- 
mark years,  BEA's  U.  S.  affiliates'  trade  data  are  available 
only  on  an  industry  of  affiliate  basis,  and  thus,  are  not 
comparable  to  Census  trade  data  by  product. 

In  addition,  some  types  of  data  can  be  provided  to 
BEA  by  companies  only  on  a  consolidated,  enterprise 
basis,  such  as  profits,  taxes,  and  R&D  expenditures. 
Profits,  taxes,  and  R&D  data  are  reported  to  BEA  for  the 
enterprise  as  a  whole,  and  thus,  these  items  cannot  be 
allocated  to  specific  industries  in  which  the  U.S.  affiliates 
operate.  Lack  of  industry  detail  limits  analysis  of  the 
extent  to  which  research  on,  and  development  of,  leading 
edge,  or  critical,  technologies  are  being  pursued  by  U.S. 
affiliates. 

Data  are  published  by  BEA  on  outlays  by  foreign 
firms  to  acquire  and  establish  U.S.  affiliates  in  any  given 
year.  Separate  data  on  subsequent  sales  of  parts  of  an 
acquired  firm,  however,  are  not  collected  by  BEA  surveys. 
Similarly,  first  year  expenditures  for  a  new  establishment 
are  collected,  but  separate  data  on  later  expansions  of  the 
newly  established  firms  are  not.  Thus,  the  data  do  not 
permit  direct,  fiill  comparisons  between  newly  acquired  or 
established  affiliates  and  existing  affiliates.  Such  data 
would  provide  clearer  insights  into  the  impact  of  U.S. 
affiliates  on  U.S.  employment,  trade,  and  investment.  In 
addition,  the  data  cannot  be  used  to  examine  the  evolution 
of  a  given  U.S.  affiliate  over  time,  for  example,  from 
wholesaling,  to  assembly,  to  manufacturing.  Also,  uses  of 
imports  for  resale,  further  processing,  or  capital  equip- 
ment, cannot  be  easily  identified. 

The  value  of  foreign  direct  investment  also  had  been 
raised  as  an  important,  analytical  limitation  in  the  past, 
because  the  historical  cost  basis  used  by  BEA  underesti- 
mates FDIUS.'  BEA  now  revalues  the  aggregate  foreign 
direct  investment  position  to  current  market  values  and 
current  replacement  costs  for  total  accumulated  values  of 
FDIUS.  However,  BEA  has  not  been  able  to  revalue  to 
these  new  bases  the  data  on  FDIUS  position  in  individual 
indusfries  or  by  counfry.  Hence,  any  analysis  of  the 
FDIUS  position  by  industries  or  by  investing  countries  is 
on  a  historical  cost  basis. 


'See  Robert  Eisner  and  Paul  J.  Peiper,  "The  World's  Greatest  Debtor 
Nation,"  paper  presented  to  the  Joint  Session  ofNorth  American  Econom- 
ics and  Finance  Association  and  American  Economic  Association,  New 
York,  New  York,  1988;  Michael  Ulan  and  William  G.  Dewald,  "The  U.S. 
New  International  Investment  Position:  Misstated  and  Misunderstood,"  in 
James  A.  Dom  and  William  A.  Niskanen,  eds..  Dollars,  Deficits,  and  Trade 
(Boston,  MA:  Kluwer  Academic  Publishers,  1989). 


World  Trends  in  Foreign  Direct  Investment 

byJohnW.Rutter'^ 


Global  foreign  direct  investment  (FDI)  flows  soared  dur- 
ing the  last  half  of  the  1980s,  in  terms  of  outflows  and 
inflows,  peaking  in  1 989-90,  and  then  sharply  dropping  in 
1991.'  These  investments  mainly  reflected  changing 
world  macroeconomic  conditions,  government  policies, 
the  strengths  of  multi-national  corporations,  and  antici- 
pated elimination  of  intra-European  Community  trade  and 
investment  barriers  at  the  end  of  1992. 

A  major  share  of  that  surge  in  world  inflows  during 
the  last  half  of  the  1980s  was  accounted  for  by  rising 
inflows  into  EC  countries  from  each  other  and  from  other 
countries,  and  inflows  into  the  United  States,  driven  by 
exchange  rate  changes  and  the  drive  to  be  in  the  U.S. 
market.  Most  of  the  surge  in  outflows  during  the  period 
was  from  the  EC  countries  and  Japan.  However,  outflows 
from  Japan  dropped  sharply  after  peaking  in  1990,  while, 
in  1992,  U.S.  inflows  became  negative—turning  into  net 
disinvestment.  While  the  dollar  value  of  intra-U. S.- 
Canadian FDI  flows  continued  to  edge  up  during  the  latter 
1980s,  its  share  of  the  faster  growing  world  FDI  flows 
declined. 

Tlie  world  stock  of  FDI  also  surged  after  1985, 
reflecting  the  surge  in  world  FDI  flows.  In  1990,  the 
United  States  remained  the  largest  individual  national 
source  and  host  of  the  world's  stock  of  FDI.  The  United 
States  continued  to  absorb  larger  shares  of  world  inward 
FDI  than  any  other  country  throughout  the  1980s.  Never- 
theless, the  U.S.  share  of  world  inward  direct  mvestment 

*  Senior  International  Economist,  Office  of  Trade  and  Economic  Analysis, 
International  Trade  Administration,  U.S.  Department  of  Commerce. 
'  Tlie  flow  data  represent  annual  direct  investment  capital  flows  (equity, 
reinvested  earnings  and  intercompany  debt)  between  direct  investors  and 
theirforeign  affiliates.  Stock  data  represent  the  cumulative  historical  book 
value  of  direct  investors'  equity  (including  reinvested  earnings)  in,  and  net 
intercompany  debt  with,  their  foreign  affiliates.  However,  not  ail  countries 
separately  collect  reinvested  earnings  data,  nor  do  all  countries  separately 
identify  intercompany  debt  between  foreign  parent  companies  and  their 
foreign  affiliates,  or  their  debt  with  unaffiliated  parties. 

Tlie  stocks  of  direct  investment  in  countries  that  do  not  provide  thcirown 
official  stock  estimates  are  estimated  by  cumulating  data  on  flows  of  FDI 
from  reporting  countries.  Because  of  valuation  adjustments,  such  as 
currency  translation  gains  or  losses  or  write-ups  or  write-downs  of  assets, 
annual  changes  in  stocks  seldom  exactly  equal  annual  flows. 

Stock  data  include  capital  flows  and  valuation  adjustments  (such  as 
realized  or  unrealized  exchange  rate  or  other  gains  and  losses,  and  account- 
ing adjustments  to  asset  values,  often  including  the  value  of  good  will). 


Stock  has  been  edging  irregularly  downward  from  its  1 988 
peak.  The  U.S.  share  of  the  world  outward  stock  also 
continued  to  decline  in  the  1 980s,  but  appeared  to  level  off 
in  1990  and  1991. 

Relative  to  the  size  of  its  economy,  the  United  States 
still  held  by  1 990  the  same  or  a  smaller  share  of  the  world- 
wide stock  of  inward  FDI  than  any  other  major  industrial 
country  except  Japan.  The  European  coimfries  held  over 
one-half  of  the  worlds'  stock  of  outward  direct  investment 
in  1990,  much  of  which  was  direct  investment  in  other 
European  countries  made  in  anticipation  of  the  European 
Community's  major  step  towards  economic  integration  at 
the  end  of  1992. 

Global  Surge  in  FDI  in  the  1980s 

During  the  last  half  of  the  1980s,  global  FDI  soared. 
World  FDI  capital  outflows  during  this  period  totaled  over 
$800  billion  —  more  than  triple  their  total  of  almost  S250 
billion  during  the  1980-85  period  (Figure  2-1). 
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European  countries  were  the  primary  source  of  the 
increase  in  direct  investment  capital  outflows  during  the 
1980s,  followed  by  Japan  and  the  United  States.  European 
countries  were  also  the  main  recipients  of  FDI  inflows 
during  the  1980s,  followed  closely  by  the  United  States 
and  then  developing  cotmtries  as  a  whole  (Figxire  2-2). 

The  post- 1985  surge  in  FDI  outflows  far  outpaced 
the  rise  in  other  economic  indicators  —  world  trade,  world 
output,  and  world-wide  domestic  investment.  While 
outward  FDI  capital  flows  more  than  tripled  from  1985  to 
1990,  world  trade,  world  gross  domestic  product  and 
domestic  investment  rose  much  more  slowly  (Figure  2-3). 


Reflecting  the  surge  in  world  FDI  outflows,  the 
world  stock  of  outward  FDI  also  soared  during  the  last  half 
of  the  1980s,  rising  from  $517  billion  in  1980  to  $678 
billion  in  1985,  and  then  stirging  to  over  $1.6  trillion  by 
1990  (Figure  2-4).  During  1980-85,  the  stock  rose  at  an 
average  annual  rate  of  5.6  percent,  compared  with  a  19.4 
percent  average  growth  rate  during  1985-90. 

The  rapid  1985-90  rise  in  the  value  of  global  FDI 
outward  stock  primarily  reflects  the  rapid  rise  in  its 
volume.  Although  world  FDI  stocks  are  valued  at  histori- 
cal cost,  neither  exchange  rate  fluctuations  nor  inflation 
can  account  for  the  vast  post- 1 985  increase  in  FDI.  Even 


Figure  2-2 

World  Inward  FDI  Flows,  by  Major  Recipient, 
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Figure  2-4 

World  Outward  Stock  of  FDI,  in  Current  U.S. 
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Figure  2-3 
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Figure  2-5 
World  Outward  Stock  of  FDI,  in  Current  SDRs, 

1980-91* 
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"Based  on  outward  stock  of  FDI  hekf  by  source  countries. 

Source:  US.  Department  of  Commerce,  Internattenal  Trade  Admlnlstratton,  OfRce 

of  Trade  &  Economk  Analysis. 


after  expressing  stock  values  in  terms  of  Special  Drawing 
Rights  (SDRs)^  to  compensate  for  the  effect  of  exchange 
rate  fluctuations  on  the  reported  trend  value  of  world  FDI 
stocks,  world  FDI  outward  stocks  nearly  doubled  in  value 
from  1985  to  1990  after  rising  by  only  about  50  percent 
from  1980  to  1985  (Figure  2-5). 

Slowdown  in  1990-91  FDI  Flows 

In  contrast  to  rapid  growth  in  the  late  1980s,  world 
FDI  outflows  fell  sharply  in  1991 .  World  FDI  outflows 
peaked  at  $235  billion  in  1990  and  then  declined  to  $  1 83 
billion  in  1991.  Japanese  outward  FDI  flows  declined 
from  $48  billion  in  1990  to  $3 1  billion  in  199 1 ,  European 
outward  investment  fell  from  $  142  billion  to  $  1 1 3  billion, 
and  U.S.  outward  investment  flows  held  steady.  The  world 
stock  of  FDI  increased  by  only  1 1  percent  to  $  1 .8  trillion 
in  199 1 ,  compared  with  an  average  annual  growth  rate  of 
19.4  percent  for  the  1985-90  period,  but  still  double  its 
1980-85  growth  rate. 

In  theory,  world  outward  and  inward  FDI  flows 
should  be  equal.  In  practice,  however,  they  are  not  equal 
because  of  differences  between  countries  in  FDI  defini- 
tions and  data  collection  methodologies.^  The  decline  in 
world  FDI  inflows  was  even  larger  than  the  decline  in 
outflows.  World  FDI  inflows  rose  slightly  from  $190 
billion  in  1989  to  $201  billion  in  1990,  but  then  fell  to  $145 
billion  in  1 99 1 .  Sharp  declines  in  inward  FDI  flows  to  the 
United  States  and  to  most  major  European  countries  were 
the  major  reasons  for  the  drop  in  v.orld  inward  FDI  flows 
in  1991. 

Reasons  for  Surge  and  Slowdown  in 
FDI  Flows 

Several  major  factors  have  contributed  to  the  surge 
in  world  FDI  flows  during  the  late  1980s  and  their  subse- 
quent slowdown  in  1990-91.  They  are: 


•  Macroeconomic  conditions,  which  generally  drive 
FDI  activity,  including  economic  growth  in  the 
recipient  nation,  exchange  rate  and  interest  rate 
differentials,  and  capital  flows  representing  the 
recycling  of  trade  and  current  account  surpluses;    ^ . 

•  Government  policy  actions  that  tend  to  mfluence 
FDI,  such  as  the  EC  1992  program  or  the  liberal- 
ization of  Japan's  capital  markets; 

•  Special  advantages  of  multinational  corporations 

(MNCs),  best  explained  by  industrial  organization 
theories,  which  propelled  FDI  into  being  a  major 
force  behind  the  globalization  of  production, 
investment,  and  markets. 

Macroeconomic  conditions 

The  direction  of  change  in  FDI  flows  tends  to 
correlate  with  economic  growth  cycles,  because  growing 
markets  atfract  new  investments.  I>uring  1980-85  world 
GDP  growth  (in  current  dollars)  was  slow,  averaging  less 
than  2  percent  annually,  while  total  outward  FDI  flows 
were  actually  slightly  lower  in  1985  than  in  1980.  In 
contrast,  during  1 985-90,  world  GDP  growth  rose  sharply, 
averaging  1 1  percent  annually,  while  total  outward  FDI 
flows  rose  an  average  34  percent  annually.'* 

This  correlation  continued  in  1991,  as  world  GDP 
growth  again  slowed  and  world  outward  FDI  flows  de- 
clined. Preliminary  data  also  suggest  that  world  GDP 
growth  slowed  further  in  1992,  reflecting  slow  economic 
growth  in  most  major  industrial  coimtries.  Preliminary 
data  also  suggest  that  overall  world  FDI  outflows  declined 
fiirther  in  1992,  as  German  and  Japanese  outward  FDI 
flows  declined  sharply  in  the  first  half  of  the  year.  Al- 
though U.S.  outward  flows  siu^ged  during  the  first  half  of 
1992,  they  declined  in  the  third  quarter  of  1992. 

Exchange  rate  changes 


^  The  SDR  is  a  composite  currency  unit  designed  by  the  International 
Monetary  Fund  that  comprises  the  currencies  of  France,  Germany,  Japan, 
United  Kingdom  and  the  United  States  according  to  each  country's  relative 
proportion  of  exports  of  goods  and  services. 

'  FDI  outflows  are  larger  than  FDI  inflows,  because  a  larger  proportion  of 
FDI  outflows  compared  with  inflows  originate  from  a  small  number  of 
developed  countries  which  have  relatively  better  data  collection  systems. 
The  International  Monetary  Fund  (IMF)  examination  of  discrepancies  in 
FDI  data  collection  methodologies  used  by  membercountries  revealed  that 
the  major  reasons  for  non-symmetry  of  outflows  and  inflows  were: 
1)  differences  in  the  treatment  of  branch  profits;  2)  differences  in  the 
treatment  of  unrealized  and  realized  capital  gains  and  losses;  3)  differences 
in  definitions  and  data  collection  including  timing;  and  4)  gaps  in  recording 
reinvested  earnings,  intercompany  debt,  and  real  estate  and  construction 
activity.  For  more  details  see,  IMF,  Report  on  the  Measurement  of 
International  Capital  Flows,  September  1992. 


Exchange  rate  changes  also  appear  to  have  had  a 
great  impact  on  world  FDI  flows.  They  particularly 
contributed  to  the  surge  in  FDI  inflows  into  the  United 
States  in  the  1980s.  The  rapid  dollar  depreciation  that 
occurred  following  the  Plaza  Accord  among  the  G-7 
nations  in  1985  made  assets  and  production  costs  less 
expensive  in  the  United  States  than  in  other  major  indus- 
frial  countries,  thus  helping  to  attract  foreign  investors  to 
the  United  States.  Much  of  this  surge  was  in  the  form  of 
acquisitions  of  U.S.  companies,  for  which  foreign  inves- 
tors were  able  to  outbid  U.S.  investors,  partly  because  of 
their  lower  debt/equity  ratios  resulting  from  dollar  depre- 
ciation. 

In  1990  and  1991,  higher  interest  rates  in  Japan  and 

*  World  GDP  data  from  World  Bank,  International  Economics  Department. 


Europe,  and  lower  equity  values  in  Japan  helped  dampen 
the  incentive  of  foreign  investors  to  continue  expanding 
their  investments  in  the  United  States.  Total  European 
FDI  flows  grew  even  larger  in  1991,  but  the  increase 
probably  reflected  a  large  rise  in  intra- European  Commu- 
nity (EC)  investment  that  was  motivated  by  the  planned 
EC  economic  integration.  Also  in  1990  and  1991,  the 
collapse  of  Japanese  equity  values  and  the  need  to  meet 
banking  reserve  requirements  sharply  restricted  Japanese 
capital  outflows. 

Government  policy  actions 

The  removal  of  foreign  national  restrictions  on  FDI 
and,  in  some  instances,  the  easing  of  trade  restrictions,  also 
appeared  to  influence  significantly  FDI  trends.  On  the 
other  hand,  increased  trade  restrictions  by  some  coimtries 
apparently  motivated  some  foreign  companies  to  avoid 
those  trade  barriers  by  making  direct  investments  over- 
seas. For  example,  Japanese  direct  mvestment  inU.S.  and 
Eiiropean  automobile  factories  was  largely  in  response  to 
volimtary  export  restraints,  and  European  tariffs,  quotas, 
and  domestic  content  requirements. 

Increased  economic  integration  within,  and  possible 
enlargement  of,  the  EC  beginning  in  1992  was  another 
major  government  policy  action  that  encowaged  FDI 
expansion  and  rationalization  in  the  EC  by  European  and 
other  foreign  investors  to  ensure  market  access,  increase 
market  shares,  achieve  economies  of  scale,  and  improve 
productivity.  In  fact,  several  EC  countries  began  to 
remove  their  FDI  and  trade  restrictions  on  intra-EC  flows 
of  investment,  goods  and  services-especially  financial 
services-- in  the  late  1980s  and  ahead  of  their  scheduled 
1992  elimination.  Some  non-EC  Eiu-opean  countries  also 
joined  this  trend,  including  Sweden  and  Switzerland,  by 
liberalizing  their  mvestment  regulations  in  order  to  re- 
main competitive  with  EC  countries.  FDI  inflows  siu^ged 
in  Canada,  following  the  removal  of  some  FDI  restrictions 
as  part  of  the  U.S. -Canada  Free  Trade  Agreement.  Devel- 
oping coimtries  also  were  gradually  reducing  their  barriers 
to  FDI  during  the  1980s,  which  led  to  increased  FDI 
inflows  in  those  countries  where  economic  and  political 
conditions  were  favorable.  In  Mexico,  many  FDI  and 
trade  restrictions  were  eased  unilaterally  even  before 
negotiations  began  on  the  North  American  Free  Trade 
Agreement. 

Advantages  of  MNCs 

Perhaps  the  most  basic,  underlymg  motivation  be- 
hind FDI  is  the  nature  of  MNCs.  Industrial  organization 
theory  maintains  that  MNCs  have  advantages  over  wholly 
domestic  firms  in  technology,  management  andmarketing 
skills,  and  in  financial  resources  that  they  are  able  to  use 
in  pursuing  global  strategies  to  increase  market  share. 
MNCs  are  able  to  circumvent  market  imperfections,  such 


as  trade  barriers  and  inefficient  or  undeveloped  domestic 
financial  markets,  by  internally  transferring  across  bor- 
ders the  financial  capital  and  technical  and  managerial 
knowhow  to  begin  or  expand  production  abroad. 

The  pervasiveness  of  MNCs  in  world  industrial 
production  is  evident  from  the  fact  that  between  30  and  40 
percent  of  the  world's  largest  MNCs'  sales  is  in  goods  and 
services  produced  by  their  foreign  affiliates,  and  that  their 
total  sales  now  exceed  total  world  trade .'  Underlining  this 
point,  global  sales  of  foreign  affiliates  rose  at  an  average 
annual  rate  of  9  percent  during  the  1980s,  significantly 
above  the  growth  rates  of  world  trade  (5.4  percent)  and 
world  output  (2.8  percent).* 

Trends  in  Outward  FDI  by  Region 
and  Country 

European  Investment  Surges 

European  investors  hold  the  largest  amount  of  out- 
ward FDI  stock,  followed  by  the  United  States  and  Japan 
(Figure  2-6  and  Appendix  C,  Table  2-1).  The  outward  FDI 
stock  held  by  European  investors  rose  from  $232  billion  in 
1980,  to  $309  billion  in  1985,  and  then  more  than  doubled 
to  $853  billion  by  1990.  Thus,  European  countries  as  a 
whole  held  5 1 .9  percent  of  the  world  outward  FDI  stock  in 
1990,  a  share  size  last  held  by  the  United  States  in  the  late 
1960s.  The  EC  coimtries  alone  held  43.5  percent  of  the 
world  outward  FDI  stock  in  1990. 

As  might  be  expected,  FDI  capital  outflows  from 
European  countries  account  for  the  vast  majority  of  the 
increase  in  world  outward  FDI  stocks.  From  1 980  to  1 990, 
cumulated  European  FDI  outflows  amounted  to  $607 
billion  and  accounted  for  a  55.1  percent  net  change  in 
world  outward  FDI  stocks.  The  cumulative  value  of  these 
outflows  are  a  far  larger  share  of  the  world  total  than  that 
accounted  for  by  the  cumulated  Japanese  FDI  outflows  of 
$186  billion  and  cumulated  U.S.  FDI  outflows  of  $160 
billion  over  the  1980s. 

The  majority  of  the  increase  m  European  outward 
investment  reflects  acquisitions  by  Europeans  of  other 
European  companies,  partly  in  anticipation  of  the  planned 
economic  integration  of  the  EC  in  1992.  Reflecting  the 
rising  focus  of  investors  on  EC  opportunities,  the  share  of 
the  total  EC  outward  FDI  stock  held  in  EC  countries— 
intra-EC  FDI— rose  from  24  percent  to  35  percent  between 
1980  and  1989,  and,  as  a  share  of  total  world  outward 
stock,  from  9  percent  to  15  percent  over  that  period. 
Excluding  intra-EC  investment,  the  EC  outward  FDI  stock 


'  John  H.  Dunning,  "The  Competitive  Advantages  of  Countries  and  the 
Activities  ofTransnational  Corporations,"  in  United  Nations,  Transnational 
Corporations,  Volume  1,  Number  1,  February  1992,  p.  142. 
'  Foreign  affiliate  sales  from  United  Nations,  World  Investment  Report, 
1992,  p.  55;  world  trade  and  output  from  Central  Intelligence  Agency, 
Handbook  of  Economic  Statistics,  1991,  p.  26, 
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reached  $3  70  billion  in  1989,  and  accounted  for  27  percent 
of  the  total  world  outward  stock— nearly  equalling  the  28 
percent  U.S.  outward  stock  share.'  The  largest  share  of 
that  total  EC-owned  stock  outside  the  EC  is  located  in  the 
United  States. 

Of  EC  members  in  1990,  the  United  Kingdom  held 
the  single-largest  share  (14.9  percent)  of  the  world  out- 
ward FDI  stock,  followed  by  Germany  (9.4  percent), 
France  (7.0  percent)  and  the  Netherlands  (6.0  percent). 
Outward  stock  held  by  Belgium,  Denmark,  France  and 
Italy  grew  at  the  fastest  growth  rates  between  1985  and 

1990,  as  companies  in  those  countries  sought  to  expand 
their  size  and  market  share  rapidly  through  foreign  acqui- 
sitions in  order  to  meet  the  heightened  competition  arising 
from  EC-92.  Although  EC  investors  account  for  the  vast 
majority  of  outward  European  FDI  stocks,  by  1990,  Swit- 
zerland, Sweden,  Finland  and  Austria  also  became  size- 
able holders  of  outward  FDI  stocks,  reflecting  their  rela- 
tively large  increases  in  holdings  after  1985. 

The  growth  rate  of  outward  FDI  stocks  from  the 
three  countries  holding  the  most  FDI  abroad—France, 
Germany  and  the  United  Kingdom— declined  sharply  in 

1991,  after  surging  in  the  late  1980s.  The  growth  slow- 
down in  outward  FDI  stocks  from  these  three  coimtries 
reflects  primarily  the  declines  in  their  outward  FDI  in  the 
United  States  and  an  apparent  temporary  slowdown  in 
mergers  and  acquisitions  in  the  EC,  as  well  as  the  U.K 
recession  and  East  German  absorption  of  West  German 
capital.  After  declining  in  1 99 1 ,  the  number  and  value  of 
acquisitions  of  European  companies  rose  sharply  during 
the  first  half  of  1992. 

'United  Nations,  Center  on  Transnational  Corporations,  World  Investment 
Report,  1991  and  1992. 


The  global  merger  and  acquisition  boom,  which 
faded  in  1990  and  1991,  was  a  key  means  of  achieving 
instant  market  presence.  However,  the  pace  of  mergers 
and  acquisitions  in  Europe  picked  up  again  in  the  first  half 
of  1992,  as  companies  sought  to  rationalize  further  their 
existing  operations  or  expand  into  new  EC  markets,  and 
foreign  investors— especially  Japanese— sought  to  increase 
their  market  share  beyond  that  aheady  achieved  through 
exporting. 

Although  French  outward  FDI  growth  also  slowed  in 
1991,  that  growth  continued  at  a  faster  rate  than  for  any 
other  major  industrial  country.  The  French  outward  FDI 
stock  has  increased  more  than  four- fold  since  1 985,  mostly 
through  acquisitions  in  Europe  and  the  United  States.  The 
faster  growth  of  French  outward  FDI  apparently  reflects 
French  industry's  desire  to  increase  global  market  share 
and  acquire  foreign  technology,  and  the  French 
government's  apparent  desire  to  expose  French  compa- 
nies to  more  intense  global  competition. 

U.S.  Share  of  World  Outward  FDI  DecUnes 

Although  the  U.S.  stock  of  outward  FDI  has  contin- 
ued to  rise  during  the  1980s,  its  share  of  the  world  outward 
stock  of  FDI  continued  to  fall,  on  a  historical  book  value 
basis— decreasing  from  42.6  percent  in  1980,  to  37  percent 
in  1 985,  and  to  25 .9  percent  in  1 990,  and  an  estimated  25 . 1 
percent  in  1 99 1 .  Even  when  estimated  on  a  current  cost  or 
market  value  basis,  the  U.S.  share  of  world  outward  FDI 
stock  declined  during  the  1980s,  especially  after  1985 
(Table  2-1). 


Figure  2-6 

World  Outward  FDI  Stock,  by  Major  Source 

(In  percent  share) 


1980 


1985 


EC- 1 2  38.7 


U.S.  42.6 


Other  countrtet  4.6 
Canada  4.2 
Japan    3.8 
Other  Europe  6.1 


EC- 1 2   39.5 


VS.  37.0 


Other  countries   5.3 
Canada   5.7 


japan   6.5 
Other  Europe  6.0 


1990 


EC-12   43.5 


US.  25.9 

Othercountrtei  5.5 
Canada  4.5 
Japan    12.2 


Other  Europe  8.4 


Source:  Sec  Appendbc  C.  Tabie  2*1. 
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Table  2- 1 

Estimated  U.S.  Share  of  World  Outward  and 

Inward  Stocks,  Based  on  Book  Value,  Current 

Cost,  and  Market  Values 

(Percent  Share) 


Outward  Stock 
1980       1985        1990 

Book  Value 42.6        37.0        25.9 

Current  Cost 47.4        41.9        30.5 

Market  Value 41.8        41.9         28i 


Inward  Stock 
1980         1985        1990 


1 6.4  25.4  24.2 
18.6  21.7  20.3 
22.3  21.7        21.9 


Note:  For  outward  stocks,  the  assumption  is  made  that  non-U.S.  outward 
direct  investment  at  current  cost  and  at  market  value  followed  the  same 
trend  as  current  cost  and  market  value  of  foreign  direct  investment  in  the 
United  States;  for  inward  stocks,  the  assumption  is  made  that  non-U.S. 
inward  direct  investment  at  current  cost  and  at  market  value  followed  the 
same  trend  as  current  cost  and  market  value  of  U.S.  direct  investment 
abroad. 

Source:  U.S.  Department  of  Commerce,  International  Trade  Administra- 
tion, Office  of  Trade  and  Economic  Analysis. 


The  U.S.  outward  FDI  stock,  measured  at  book- 
value,  after  growing  at  a  very  slow  average  annual  rate  of 
2.7  percent  from  1980  to  1985-well  below  the  long-term 
historical  average  of  10  percent— increased  at  an  average 
annual  1 1.2  percent  rate  from  1985  to  1990.  These  stock 
growth  rates  based  on  dollar  values  do  not  primarily 
reflect  changes  m  the  value  of  U.S-owned  assets  in  the 
countries  in  which  they  are  located.  Instead,  these  dollar- 
value  growth  rates  primarily  reflect  the  major  dollar 
exchange  rate  fluctuations  that  occurred  over  the  1980s~ 
a  large  dollar  appreciation  during  1980-85  and  deprecia- 
tion during  1985-90.  (Dollar  appreciation  lowers  the 
dollar-based  growth  rate;  dollar  depreciation  increases  it.) 

Translation  of  these  dollar  growth  rates  to  growth 
rates  based  on  exchange  rates  of  dollars  for  SDRs  provides 
a  rough  basis  for  compensating  for  dollar  exchange  rate 
fluctuations.  In  SDR  terms,  the  growth  rate  of  the  U.S. 
outward  FDI  stock  averaged  5.8  percent  during  1980-85- 
-doublethe  dollar-based  rate,  and  5. 6  per  cent  during  1985- 
90~one-half  the  dollar-based  rate  (Appendix  C,  Table 
2-2).  In  other  words,  the  growth  in  the  U.S.  stock  abroad 
was  about  the  same  throughout  the  1 9  80s  on  an  SDR  basis. 

Over  one-half  of  the  increase  in  the  total  U.S. 
outward  FDI  stock  between  1985  and  1990  was  stock  held 
in  Europe,  primarily  in  the  EC.  Most  of  that  increase  was 
in  the  form  of  a  rise  in  reinvested  earnings  by  existing  U.S.- 
owned  European  affiliates  and  increased  stock  valuation 
due  to  dollar  depreciation.  U.S.  net  equity  investment  in 
Europe  also  increased  after  1985,  but  to  a  much  lesser 
extent  than  reinvested  earnings.  Switzerland  became  a 
majornon-EC  European  recipient,  partly  in  response  to  its 
liberalized  FDI  regulations. 


Although  the  U.S.  direct  investment  stock  in  Japan 
more  than  doubled  from  1985-90,  it  totaled  only  $21 
billion  in  1990,  or  slightly  less  than  5  percent  of  the  total 
U.S.  outward  FDI  stock.  U.S.  investment  in  Canada 
increased  by  $20  billion  between  1985-90,  but  at  such  a 
relatively  low  growth  rate  that  Canada  dropped  behind  the 
United  Kingdom  as  the  largest  host  country  of  U.S. 
outward  FDI  in  1990.  Canada  reclaimed  its  position  in 
199 1 ,  as  U.S.  FDI  in  the  United  Kingdom  remained  level. 
Total  infra-U.S. /Canada  FDI  stocks  rose  in  value  over  the 
1980s,  reaching  $112.8  billion  in  1990.  However,  its 
growth  was  slower  than  that  of  the  total  outward  FDI  stock 
of  both  nations  and  the  world,  resulting  in  Canada's  share 
of  both  totals  edging  downward  in  1990. 

In  developing  coimfries,  U.S.  direct  investment  in 
Latin  America  (excluding  that  m  Netherlands  Antilles 
finance  affiliates)  rebounded  after  1985,  especially  in 
Bermuda,  Brazil,  Mexico  and  Panama,  and  accounted  for 
four-fifths  of  the  total  increase  in  U.S.  investment  in 
developing  coimtries  from  1985-90.  The  remaining  one- 
fifth  of  the  increase  was  in  East  Asian  developing  coun- 
fries. 

In  1 99 1 ,  the  U.  S .  outward  FDI  stock  increased  much 
more  slowly.  This  was  mainly  due  to  a  shift  from  currency 
exchange  rate  translation  gains  in  1990  to  losses  in  1991, 
as  well  as  to  lower  earnings  and  residual  reinvested 
earnings  in  Europe.  During  the  first  three  quarters  of  1992, 
U.S.  outward  FDI  growth  resumed,  as  outflows  acceler- 
ated to  the  United  Kingdom  and  Latin  America. 

The  Surge  and  Slowdown  in  Japanese 
Outward  FDI 

Between  1980  and  1985,  the  Japanese  outward  FDI 
stock  grew  from  $20  billion  to  $44  billion  at  an  average 
ann\ial  rate  of  1 8  percent,  and  then  between  1985  and  1990 
it  shot  up  to  $20 1  billion,  an  average  annual  rate  of  growth 
of  36  percent.*  Although  Japanese  actual  stock  data  from 
the  Bank  of  Japan  are  not  available  by  country  or  indusfry, 
notifications  data  from  the  Ministry  of  Finance  reveal  that 
most  of  the  increase  went  to  the  United  States,  with 
European  countries  far  behind  (Appendix  C,  Table  2-6)'. 

The  major  recipients  of  Japanese  FDI  outflows  in 
Europe  in  the  1980s  were  the  United  Kingdom  and  the 
Netherlands,  followed  by  Belgium,  Germany  and  France. 


*  Japanese  direct  investment  data  do  not  include  reinvested  earnings.  Based 
on  host  country  data,  we  estimate  that  cumulative  reinvested  earnings  of 
Japanese  foreign  affiliates  amounted  to  about  $  17  billion  at  year  end  1 990, 
which,  if  included,  would  raise  the  stock  of  Japanese  outward  FDI  to  $218 
billion. 

'  Japanese  data  shown  in  Appendix  C,  Table  2-7  do  not  agree  with  Japanese 
data  shown  in  Appendix  C,  Table  2-1  because  they  are  from  different 
sources.  Data  in  Appendix  C,  Table  2-7  are  notifications  data  flwm  Japan's 
Ministry  of  Finance,  whereas  data  in  Appendix  C,  Table  2-1  represent 
actual  completed  investments  compiled  by  the  Bank  of  Japan.  Unfortu- 
nately, the  Bank  of  Japan  does  not  provide  direct  investment  data  on  a 
country  or  industry  basis. 
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In  addition  to  Japanese  investment  intended  to  serve  the 
local  markets,  the  relatively  open  FDI  regulations  of  the 
United  Kingdom  and  the  Netherlands  also  encouraged 
Japanese  investors  to  establish  holding  companies  from 
which  to  invest  in  other  EC  countries.  In  the  1980s, 
Japanese  investment  in  the  United  States  and  Europe 
shifted  rapidly  away  from  emphasis  on  wholesale  business 
to  manufacturing  and  services  industries. 

Japanese  outward  FDI  also  increased  in  Ausfralia 
and  in  Asian  developing  coimfries,  mostly  after  1985. 
However,  Japanese  investment  in  developing  Asian  coim- 
fries grew  less  rapidly  than  in  the  United  States  and 
Europe,  so  that  the  shares  of  total  Japanese  investment  in 
most  Asian  developing  countries  declined  after  1985, 
except  in  China  and  Thailand,  where  the  shares  rose.  After 
1985,  Japanese  direct  investment  also  increased  in  Latin 
America,  mostly  in  Brazil,  and  in  the  banking  and  finance 
sectors  of  the  tax  haven  countries  —  Panama  and  the 
Cayman  Islands. 

In  1991,  Japanese  FDI  outflows  began  to  decline 
sharply  worldwide,  but  especially  those  to  the  United 
States  and  Europe.  In  1992,  Japanese  FDI  outflows  fell 
below  U.S.  FDI  outflows  for  the  first  time  since  1987. 
Underlying  the  199 1  slowdown  in  Japanese  FDI  outflows 
was  slower  economic  growth  in  Japan  and  the  rest  of  the 
indusfrial  world,  a  sharp  rise  in  the  cost  of  capital  in  Japan 
as  a  result  of  higher  interest  rates  and  lower  Japanese 
equity  prices,  and  the  very  low  earnings  of  existing 
Japanese-owned  affiliates.  In  1991,  reflecting  the  slow- 
down in  outflows,  the  Japanese  outward  FDI  stock  in- 
creased by  $30  billion,  or  1 5  percent,  to  $232  billion,  only 
one-half  as  fast  as  the  previous  five-year  average. 


Asian  LDCs  Expand  Abroad 

As  a  whole,  developing  countries  increased  their 
outward  FDI  stocks  fast  enough  during  the  1980s  to 
maintain  their  3  percent  share  of  the  world  outward  FDI 
stock.  However,  nearly  all  of  the  increase  came  from 
Hong  Kong,  Singapore  and  Taiwan,  where  their  outward 
investment  responded  to  their  appreciating  currencies, 
higher  domestic  production  costs,  large  current  account 
siupluses,  and,  in  Taiwan,  to  the  easing  of  both  outward 
and  inward  FDI  restrictions. 

Trends  in  Inward  Direct  Investment 
by  Country  or  Region 

Europe  Remains  the  Major  Host  Region 

After  languishing  in  the  first  half  of  the  1980s, 
inward  FDI  in  Europe  rebounded  after  1985.  The  inward 
stock  of  FDI  rose  from  $2 1 2  billion  in  1 980 ,  to  $252  billion 
in  1985,  and  then  shot  up  to  $726  billion  by  1990.  Europe 
hosted  44.4  percent  of  the  world  inward  stock  in  1990,  of 
which  the  EC  held  39.5  percent  (Figure  2-7).  The  largest 
host  countries  in  the  EC  were  the  United  Kingdom  (12.5 
percent  of  total  world  inward  FDI),  Germany  (8.1  per- 
cent), France  (4.4  percent),  the  Netherlands  (3 .8  percent), 
Italy  (3.7  percent)  and  Spain  (3.4  percent). 

The  large  increase  in  the  inward  FDI  stock  in  Europe 
since  1985  was  a  mirror  image  of  the  EC  outward  FDI 
stock,  and  reflected  preparations  for  the  Single  European 


Figure  r? 

World  Inward  FDI  Stock,  by  Major  Recipient 
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Market  at  the  end  of  1992.  Not  all  EC  countries  report 
comparable  data  on  their  inward  direct  investment  stock 
by  source  country.  However,  the  estimated  intra-EC  FDI 
stocks  hosted  by  individual  EC  countries  vary  from  a  low 
of  26  percent  for  the  United  Kingdom  to  a  high  of  61 
percent  for  Spain.'"  According  to  the  United  Nations, 
excluding  intra-EC  direct  investment,  the  EC  share  of  the 
world  stock  of  inward  FDI  declined  from  3 1  percent  in 
1980  to  23  percent  in  1988,  due  to  much  faster  growth  of 
U.S.  inward  FDI." 

The  inward  FDI  stock  in  Germany  increased  by  an 
estimated  $3  billion  or  only  2.3  percent  in  1 99 1 ,  compared 
with  an  annual  growth  rate  of  2 1 . 8  percent  for  the  1 985-90 
period.  Slower  economic  growth,  disinvestment  by  some 
foreign-owned  companies,  and  a  perceived  decline  in  the 
attractiveness  of  Germany  as  an  investment  location  be- 
cause of  higher  taxes,  production  and  labor  costs,  and 
prices,  as  well  as  stricter  environmental  requirements, 
have  apparently  been  major  factors  behind  this  fall-off  in 
inward  FDI  in  Germany.'^ 

Japanese  direct  mvestment  in  Europe  increased 
rapidly  during  the  1980s,  but  from  such  a  small  base  that 
it  remained  far  behind  investment  from  the  United  States 
or  other  EC  countries.  For  example,  in  the  late  1980s  the 
Japanese  share  of  Germany's  total  inward  stock  was  only 
8  percent,  in  the  United  Kingdom  4  percent,  in  the 
Netherlands  3  percent,  and  in  Belgium  and  Luxembourg 
only  3  percent. '^  Japanese  investment  in  Europe  was 
mostly  in  finance,  manufacturing,  frade  and  real  estate.  In 
manufacturing,  it  was  concentrated  in  autos,  computers, 
and  consimier  electronics. 

Outside  the  EC,  inward  direct  investment  increased 
most  rapidly  in  Switzerland.  Although  much  smaller  in 
amount,  FDI  grew  very  quickly  in  the  smaller  non-EC 
countries,  mainly  Austria,  Finland,  Norway,  Sweden  and 
Turkey. 


United  States 
Country 


the  Single-Largest  Host 


The  U.S.  inward  stock  of  FDI  doubled  from  1980  to 
1 9  85 ,  and  again  from  1 9  85  to  1 990 ,  resulting  in  the  United 
States  continuing  to  be  the  world's  single-largest  host 
coimtry.  By  year-end  1990,  the  U.S.  inward  stock  had 
reached  $397  billion,  nearly  double  that  in  the  second- 
largest  host  country  ~  the  United  Kingdom.  Despite  the 
large  1 985-90  increase  in  inward  FDI  stock,  the  U.S.  share 
of  the  world  inward  stock  declined  slightly  as  a  resxilt  of 
the  much  faster  growth  of  FDI  in  Europe.  After  peaking 

'"  Stephen  Thomsen,  Inward  Investment  in  the  European  Community, 

Royal  Institute  of  International  Affairs,  1991. 

' '  United  Nations,  Centeron  Transnational  Corporations,  World  Investment 

Report:  The  Triad  in  Foreign  Direct  Investment,  July  1991,  p.  32. 

'^  American  Chamber  of  Commerce  in  Germany,  The  Federal  Republic  Of 

Germany  As  An  Investment  Location  ("Standort"  FRG),  September  1991. 

'^  Stephen  Thomsen,  Inward  Investment  in  the  European  Community, 

Royal  Institute  of  International  Affairs,  1991. 


in  1989  at  26.8  percent,  the  U.S.  share  of  the  world  inward 
FDI  stock  declined  to  24.2  percent  in  1990. 

In  1 990 ,  the  growth  of  U.  S .  inward  FDI  stock  slowed 
sharply.  The  U.S.  inward  FDI  stock  rose  by  only  7.5 
percent  in  1990  and  by  only  2.7  percent  in  1991,  a  sharp 
drop  from  the  1 6.5  percent  average  rate  between  1985  and 
1990.  Partly  reflecting  this  drop  in  U.S.  inward  FDI  stock, 
the  U.S.  share  of  the  world  inward  FDI  stock  declined 
fiirther  to  an  estimated  23. 5  percent  in  1991.  In  1992,  U.S. 
net  inward  FDI  flows  were  negative,  reflecting  a  $2.6 
billion  net  disinvestment—the  first  annual  disinvestment 
since  the  mid- 1940s. 

Major  factors  behind  the  1990-9 1  slowdown  in  U.S. 
FDI  inflows  include: 

•  Very  slow  U.S.  economic  growth,  very  low 
earnings  of  foreign-owned  U.S.  affiliates  resulting 
partly  from  high  start-up  and  restructuring  costs, 
and  large  interest  payments  on  debt  incurred  to 
finance  earlier  U.S.  acquisitions, 

•  Liquidity  or  excess  capacity  problems  in  industry 
sectors  where  foreign  investors  have  made  recent 
large  investments  (including  banking,  finance  and 
real  estate),  and 

•  Reduced  ability  to  maintain  high  FDI  outflows  to 
the  United  States  by  the  two  largest  FDIUS 
sources—the  United  Kingdom  and  Japan,  reflecting 
their  domestic  economic  recessions  and,  in  the  case 
of  Japan,  a  major  fall  in  aggregate  domestic  equity 
values. 


Since  1985,  most  U.S.  inward  investment  has  come 
fromEurope,  especially  the  EC,  followed  by  Japan,  Canada, 
and  Ausfralia.  Although  European  investment  increased 
by  the  largest  amovmt,  Japanese  investment  grew  the 
fastest.  By  1988,  Japan  had  become  the  second-largest 
investor  in  the  United  States,  after  the  United  Kingdom. 

Other  Developed  Countries 

Until  15  years  ago,  Canada  was  the  world's  largest 
host  country  of  FDI.  However,  its  share  of  world  inward 
FDI  stock  declined  steadily  from  10.2  percent  in  1980  to 
6.6  percent  in  1990,  mainly  because  U.S.  direct  invest- 
ment in  Canada  increased  relatively  slowly  during  most  of 
that  period.  Canada's  inward  FDI  flows  picked  up  in  the 
latter  half  of  the  1980s  and  into  1990  and  1991,  mostly 
from  non-U.  S.  sources,  coinciding  vvith  a  favorable  change 
in  Canada's  investment  policies  as  embodied  in  the  U.S.- 
Canada Free  Trade  Agreement.  In  1990,  Canada  was 
ranked  as  the  fourth-largest  host  country,  behind  the 
United  States,  United  Kingdom  and  Germany. 

Inward  direct  investment  in  Australia  increased 
rapidly  after  1985,  mosfly  from  the  United  Kingdom, 
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United  States,  Japan  and  other  EC  countries.  Most  FDI 
went  into  finance,  real  estate,  business  services,  manufac- 
turing, and  construction. 

Inward  FDI  in  South  Africa  continued  to  stagnate  in 
the  late  1980s  and  early  1990s  because  of  political  uncer- 
tainties, even  though  many  countries,  including  the  United 
States,  lifted  most  investment  and  trade  sanctions  against 
South  Africa  during  1991  and  early  1992.  (From  1986 
until  July  1991,  the  U.S.  Comprehensive  Apartheid  Act 
prohibited  new  U.S.  direct  investment  in  that  country.) 
Low  earnings  of  existing  foreign  investments  in  South 
Africa  also  limited  the  growth  of  inward  FDI.  Despite 
these  hindrances,  the  inward  FDI  stock  increased  slightly 
from  1985  to  1990,  but  South  Africa's  share  of  world 
inward  FDI  fell  to  less  than  1  percent. 

The  Japanese  government's  efforts  to  promote  in- 
ward FDI  produced  modest  success.  Its  stock  of  inward 
FDI  increased  by  only  $5  billion  between  1985  and  1 990, 
and  its  share  of  the  world  inward  stock  of  FDI  remained  at 
less  than  1  percent. 

Developing  Countries 

Developing  countries  attracted  nearly  twice  the 
level  of  FDI  inflows  during  the  last  half  of  the  1980s  as  in 
the  first  half.  However,  the  majority  of  those  inflows  were 
concentrated  in  only  a  few  countries  in  Asia— mainly 
Singapore,  Hong  Kong,  China,  Malaysia,  Indonesia  and 
Taiwan— and  in  the  Western  Hemisphere— primarily  Ar- 
gentina, Brazil,  Mexico,  Panama  and  a  few  tax  haven 
Caribbean  islands.  Consequently,  by  1990,  the  largest 
share  of  the  total  stock  of  inward  FDI  in  all  developing 
countries  was  in  East  Asian  countries,  rather  than  in 


Western  Hemisphere  countries  (Figure  2-8). 

During  the  1 970s  and  early  1980s,  natural  resources 
and  lower  wages  in  Asian  developing  countries  attracted 
FDI.  More  recently,  their  inward  FDI  has  increased 
largely  because  of  their  faster  economic  growth,  expand- 
ing domestic  markets,  large  international  trade  volume, 
relatively  few  FDI  restrictions,  and  an  inward  surge  of 
Japanese  investment. 

Between  1985  and  1990,  FDI  in  Western  Hemi- 
sphere developing  countries  increased  at  about  the  same 
pace  as  in  the  early  1980s,  mostly  to  Mexico,  Argentina 
and  Brazil.  FDI  in  Africa  and  the  Middle  East  did  not  rise 
sufficiently  to  prevent  a  decline  in  their  already  small 
shares  of  world  inward  FDI. 

Relative  Importance  of  FDI  in 
Major  Host  Countries 

Measiyements  of  the  relative  importance  of  foreign- 
owned  firms  in  host  counfries  are  hampered  by  the  lack  of 
data,  or  the  lack  of  comparability  between  existing  data. 
Thus,  the  relative  shares  of  foreign-owned  firms  should  be 
considered  only  as  rough  approximations  of  those  firms' 
shares  in  each  country's  economy,  and,  in  several  in- 
stances, are  available  only  for  the  manufactxiring  sector. 
Because  of  data  limitations,  only  four  types  of  share 
measures  are  estimated:  two  financial  measures  (assets 
and  sales)  and  two  economic  measures  (value  added  and 
employment).  Assets  and  employment  data  are  stock 
measures,  recording  the  total  level  of  foreign-owned 
firms'  shares  at  any  given  point  in  time,  whereas  sales  and 
value-added  shares  are  flow  measures  for  a  given  year. 


Figure  2-8 
World  Inward  FDI  Stock,  by  Major  Recipient  Developing  Regions 

(In  percent  share) 
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In  terms  of  the  stock  of  FDI,  despite  the  larger  1 985- 
90  U.S.  share  of  world  FDI  inflows  than  in  earlier  years, 
the  United  States  hosted  a  generally  equal  or  smaller 
amount  of  FDI  stock  in  relation  to  the  size  of  its  economy 
than  most  other  major  industrial  countries,  with  the  excep- 
tion of  Japan.  In  addition,  in  terms  of  broad  economic 
aggregates,  and  taking  into  accoxmt  the  differences  in 
coverage  shown  in  Table  2-2,  foreign-owned  firms'  shares 
of  the  economies  of  Canada,  France  and  the  United 
Kingdom  are  much  higher  than  their  shares  of  the  U.S. 
economy  (Table  2-2). '"  FDI  shares  in  the  Germaneconomy 
are  roughly  in  the  same  range  as  in  the  United  States.  FDI 
shares  in  Japan's  economy  are  by  far  the  lowest,  although 
they  increased  slightly  during  1985-90. 

FDI  in  most  industrial  countries  continued  to  ac- 
count for  larger  shares  of  the  manufact\iring  sectors  than 
of  their  services  sectors,  despite  the  rising  share  of  their 
total  FDI  in  their  services  sectors  during  the  1980s. 
Foreign-owned  firms'  shares  of  value  added  in  the  U.S. 
manufacturing  sector  were  much  higher  in  1 989  (the  latest 
data  year)  than  for  all  industries,  13.4  percent  versus  5.6 
percent,  respectively. 

The  very  low  shares  of  foreign-owned  firms  in 
Japan's  economy  reflects  previous  restrictions  on  inward 
FDI,  as  well  as  present  difficulties  of  making  acquisitions 
of  Japanese  companies  by  both  foreign  and  domestic 
competitors  due  to  organizational  and  cultural  barriers. 
Prior  to  1979,  Japan  restricted  inward  FDI,  either  by 


denying  or  delaying  approval  of  proposed  foreign  invest- 
ments, or  by  requiring  foreign  investors  to  accept  only  a 
minority  ownership  interest  with  Japanese  partners.  For- 
eign investors'  difficulties  in  investing  in  Japan  in  the 
1980s  generally  have  been  ascribed  to  informal  Japanese 
barriers  to  inward  investment.  The  Japanese  cultural 
aversion  to  hostile  takeovers  and  cross-shareholding  among 
keiretsu"  member  companies  leaves  only  a  relatively 
small  share  of  companies'  common  stock  available  for 
sale  on  the  stock  market.  In  addition,  Japan's  long-term 
supplier  relationships,  close  ties  between  government  and 
industry,  and  complex  distribution  system  are  considered 
imposing  barriers,  particularly  to  establishing  new  busi- 
nesses. 

Germany  also  has  a  relatively  small  share  of  its  firms 
that  are  foreign-owned,  compared  with  other  European 
countries.  Despite  its  relatively  open  economy,  extensive 

'*  Note  that,  due  to  differences  in  definitions  and  methodologies,  the  FDI 
proportions  shown  in  Table  2-2  are  not  fully  comparable  for  each  country— 
particularly  for  data  for  the  total  domestic  economy  or  total  domestic 
business.  Nevertheless,  the  proportions  are  still  useful  as  general  indicators 
of  FDI  intensity  among  these  countries. 

"  Keiretsu—which  in  Japanese  means  systemization— refers  to  various 
types  of  affiliations  between  Japanese  companies  in  a  wide  range  of 
industries.  There  are  keiretsu  in  horizontal  and  vertical  industry  structure 
groups,  and  in  the  distribution  system.  For  an  analysis  of  the  effects  of 
keiretsu  on  Japanese  FDI  and  trade  see,  Robert  Lawrence,  "Efficient  or 
Exclusionist?  The  Import  Behavior  of  Japanese  Corporate  Groups," 
Brookings  Institution,  March  1991. 


Table  2-2 
Foreign-owned  Firms'  Shares  In  the  Economies  of  Major  Industrial  Countries 

(In  percent) 


Canada  a) 

France  b) 

Germany  c) 

Japan  d) 

United  Kingdom  e) 
United  States  f) 


Assets 

Sales 

V»|M«  A4M 

Emplpym^nt 

I98S            1990 

1985 

1990 

1985 

1990 

1985           1990 

23.3           26.2 

29.0 

26.9 

44.0 

na 

34.4             na 

26.2           28.4 

26.7 

28.4 

25.3 

27.1 

21.1             23.7 

7.1             8.7 

14.3 

14.0 

na 

na 

6.9               7.8 

0.6             0.9 

0.9 

1.2 

na 

na 

0.3               05 

12.6           13.8 

20.3 

24.1 

18.7 

21.1 

14.0             14.9 

8.8           18.6 

8.0 

16.4 

8.3 

13.4 

8.0             10.8 

In  the  following  footnotes,  year  shown  in  parentheses  is  year  for  which  data  was  collected.  Unless  otherwise  indicated,  data  are  for  1985  or  1990. 

a)  Canadian  assets  (1985,1988)  and  sales  (1985,1988)  are  for  all  nonfinancial  corporations;  value  added  (1986)  and  employment  (1986)  are  for 
manufacturing  only. 

b)  French  data  are  for  manufacturing,  mining  and  petroleum  sectors  only. 

c)  German  assets  and  sales  data  are  for  all  nonfinancial  corporations;  employment  for  total  private  sector. 

d)  Japanese  data  are  for  all  industries. 

e)  U.K.  data  are  for  1985  and  1989.  Assets  are  for  all  large  companies;  sales,  value  added  and  employment  for  manufacturing  only. 

f)  U.S.  data  are  for  manufacturing  companies  only,  including  producers  of  coal  and  petroleum  products,  on  an  industry  of  affiliate  basis.  Value  added  is 
for  1985  and  1989.  Employment  is  industry  of  establishment  basis.  For  all  nonbank  industries,  value  added  is  4.3  and  6.0  percent,  and  employment  is  3.4 
and  5.0  percent,  in  1985  and  1989  respectively. 

"na"  is  not  available. 

Sources:  Canada:  assets  and  sales  from  Corporations  and  Labor  Unions  Returns  Act,  Parti;  value  added  and  employment  from  Government  of  Canada, 
unpublished  data  from  Statistics  Canada.  France:  Ministry  of  Industry,  SESSI.  Germany:  FDI  data  from  Statistical  Supplement  to  the  Monthly  Report  of 
the  Deutsche  Bundesbank,  Series  3;  domestic  data  from  Deutsche  Bundesbank.  Japan:  Survey  on  Business  Activities  of  Foreign  Affiliates  in  Japan.  The 
United  Kingdom:  assets  from  Corporate  Finance  (MAS);  sales,  value  added  and  employment  from  Summary  of  the  Census  of  Production.  The  United  States: 
calculations  based  on  data  from  the  Bureau  of  Economic  Analysis  and  the  Bureau  of  the  Census,  U.S.  Department  of  Commerce. 
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cross-shareholding  of  voting  stock  among  German  com-  tries.  Also,  as  mentioned  previously,  due  to  rising  wages 
panics,  often  by  German  banks,  makes  acquisitions  more  and  stringent  government  regulations  Germany  has  re- 
difficult  in  Germany  compared  with  other  European  coun-        cently  become  less  attractive  as  an  investment  location. 
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Developments  and  Trends  in  Foreign  Direct 
Investment  in  the  United  States 


by  Kenneth  J.  Borghese 


* 


Inflows  of  foreign  direct  ia  vestment  into  the  United  States 
(FDIUS)  surged  upward  from  $20  billion  in  1985  to  a  $68 
billion  peak  in  1989,  and  then  decreased  sharply  to  only 
$1 1.5  billion  in  1991  and  shifted  to  a  net  outflow  of  $3.9 
billion  in  1992— a  net  disinvestment  (on  a  current  cost 
basis).  Reflecting  these  inflow  trends  between  1985  and 
199 1 ,  the  year-end  position  of  FDIUS,  measured  in  current 
cost  terms,  grew  very  rapidly  from  $23 1  billion  in  1985  to 
$433  in  1989,  and  then  slowed  in  growth  to  a  record  $487 
billion  position  in  1991.' 

Six  countries  have  been  the  dominant  sources  of 
FDIUS  growth— Japan,  the  United  Kingdom,  the  Nether- 
lands, Canada,  Germany,  and  France.  These  countries 
accounted  for  roughly  90  percent  of  the  increase  in  the 
FDIUS  position  between  1985  and  1991. ^  The  largest 
share  of  the  rise  in  FDIUS  position  was  accounted  for  by 
Japanese  direct  investment,  which  more  than  doubled 
between  1985  and  1991  and  accounted  for  30  percent  of 
the  rise  in  FDIUS  position  during  this  period.  The  French 
share  also  rose  significantly-increasing  by  more  than  50 
percent. 

In  contrast,  U.S.  direct  investment  abroad  (USDIA) 
rose  less  rapidly  than  FDIUS  between  1985  and  1991. 
Slightly  more  than  50  percent  of  total  USDIA  was  made  in 
six  major  coimtries.  Moreover,  there  was  little  significant 
change  in  the  country  distribution  of  USDIA  between 
1985  and  1991,  except  for  a  relatively  large  rise  in  the 
Netherlands'  share  and  a  large  decline  in  the  Canadian 
share. 

The  sharp  rise  in  FDIUS  inflows  between  1985  and 
1989  occurred  inmost  mainU.S.  industry  sectors,  with  the 
largest  share  of  those  flows  in  U.S.  manufacturing.  The 
FDI  share  of  U.S.  manufacturing  has  roughly  doubled 
between  1985  and  1991,  stimulated  significantly  by  the 
large  1985-87  depreciation  of  the  dollar,  which  in  turn 
reduced  the  cost  of  these  investments  to  foreign  buyers  in 
terms  ofmajor  foreign  currencies.  The  1990-91  slowdown 
in  FDIUS  inflows  occurred  in  most  of  the  main  U.S. 
sectors,  except  in  services  and  insurance— sectors  which 


•  Economist,  Office  of  Macroeconomic  Analysis,  Office  of  the  Chief 
Economist,  Economics  and  Statistics  Administration,  U.S.  Department  of 
Commerce. 


grewrapidly between  1988 and  1991 .  The  1990 and  1991 
slowdovm  in  FDI  inflows  was  widespread  across  virtually 
all  major  source  coimtries,  except  France. 

While  FDIUS  has  grovm  rapidly  during  the  last 
decade,  the  1990-91  U.S.  economic  recession  slowed  the 
growth  of  both  U.S. -owned  and  foreign-owned  firms. 
Moreover,  the  FDIUS  share  of  the  U.S.  economy  remains 
relatively  small  compared  to  that  in  other  major  industrial 
countries,  except  Japan. 

Various  structural  and  macroeconomic  factors 
spurred  the  rapid  1980's  increase  in  foreign  direct  invest- 
ment in  the  United  States,  and  its  slowdown  in  the  1990s. 

•  Deregulation  of  domestic  capital  markets  and 
cross-border  financial  transactions  by  major 
industrial  nations,  especially  Japan,  France,  and 
Italy,  stimulated  a  substantial  rise  in  their  outward 
investment,  and  continued  liberalization  of  regula- 
tions on  foreign  direct  investment  in  financial  and 
insurance  services  increased  the  mobility  and 

.  availability  of  capital  for  both  financial  and  direct 
investment  uses.^ 

•  The  generally  faster  rate  of  world  economic  growth 
during  the  latter  half  of  the  1980s  than  during  the 
first  half  (up  3.1  percent  from  2.4  percent)  spurred 
foreign  firms'  outlays  for  new  establishments  and 
acquisitions.  Beginning  about  1990,  however, 
world  FDI  flows  began  a  sharp  slowdown  as  a 
result  of  the  slowdown  in  GDP  grow^  in  the 
United  States,  the  United  Kingdom,  and  Canada, 
coupled  with  the  political  turmoil  of  German 


'  FDI  inflows  typically  do  not  equal  the  change  in  FDI  position  forthe  same 
period  because  of  valuation  adjustments  and  other  factors.  For  example, 
the  FDIUS  year-end  position  on  a  current  cost  basis  increased  $20.5  billion 
between  1990  and  1991,  while  net  FDI  capital  inflows  amounted  to  $1 1.5 
billion  in  1991. 

^  Data  in  this  chapter  on  FDI  inflows  and  positions  at  the  disaggregated 
country  or  industry  levels  are  on  a  historical  cost  basis  as  these  disaggre- 
gated data  are  not  reported  by  companies  to  BEA  on  a  current  cost  ormarket 
value  basis. 

'See  U.S.  Department  of  Commerce,  Economics  and  Statistics  Administra- 
tion, Office  of  the  Chief  Economist,  Foreign  Direct  Investment  in  the 
United  States,  August  1991,  Chapters  2  and  3. 
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reunification  and  immense  capital  requirements, 
and  the  emerging  asset  deflation  in  Japan. 

•  Depreciation  of  the  U.S.  dollar  since  early  1985 
increased  the  attractiveness  of  foreign  investments 
in  the  United  States,  by  lowering  the  foreign 
cxutency  acquisition  cost  of  U.S.  assets  and  by 
reducing  production  costs  relative  to  those  in  other 
major  industrial  countries. 

•  The  open  U.S.  investment  climate  and  desire  by 
foreign  multinational  corporations  to  better  serve 
the  large  U.S.  market  spurred  cross-border  mergers 
and  acquisitions,  as  they  sought  to  strengthen 
ownership  advantages  in  distribution  systems  and 
wholesale  trade. 

•  The  threat  of  increased  U.S.  import  restrictions  and 
volimtary  export  restraints  may  have  also  encour- 
aged strategic  acquisitions  and  establishment  of 
U.S.  facilities  in  several  U.S.  industries  by  multina- 
tional enterprises,  especially  Japanese  frrms  in 
automotive  assembly  and  ferrous  metals. 

Total  FDI  in  the  United  States 

The  internationalization  of  production  by  the  world' s 
largest  corporations  in  the  20th  century  is  a  continuation 
of  a  process  already  imderway  in  the  late  19th  century.  In 
the  1950s  and  1960s,  the  rapid  globalization  of  interna- 
tional production  was  led  by  many  U.S. -owned  firms  and 
quickly  followed  en  mass  by  foreign-owned  corporations. 
In  the  1960s,  U.S.  outward  direct  investment  grew  rap- 
idly, with  U.S.  firms  accounting  for  about  one-half  of  the 
world's  direct  investment  outflows.  By  the  1980s,  the 
United  States  was  receiving  about  one-half  of  the  world's 
direct  investment  inflows,  reflecting  arapidrise  in  foreign 
firms'  presence  in  the  U.S.  economy. 

FDIUS  capital  inflows  fluctuated  irregularly  be- 
tween 1982  and  1985~averaging  $17  billion  annually  on 
a  current  cost  basis.  Between  1985  and  1989,  those 
inflows  surged  very  sharply  upward—more  than  tripling 
fi-om  $20  billion  in  1985  to  a  peak  of  $68  billion  in  1989. 
FDI  inflows  then  slowed  fi^om  their  $68  billion  peak  in 
1989  to  $45  billioninl990,and  fell  furtherto$l  1.5  billion 
in  1991,  the  lowest  direct  investment  inflow  since  1983 
(Figure  3-1).  In  1992,  FDIUS  continued  its  sharp  decline, 
shifting  from  an  inflow  to  a  minus  $3.9  billion,  the  first 
disinvestment  ofFDIUS  since  the  1940s.^  The  slowdown 
was  broad  based  across  most  U.S.  industrial  sectors  and 
the  main  FDIUS  source  countries. 

The  accumulated  stock  of  FDIUS  on  a  current  cost 
basisrose  by  84  percent  between  1 980  and  1985  from  $  1 26 
billion  to  $231  billion,  and  rose  between  1985  and  1991  by 
111  percent  to  $487  billion  in  1 99 1 .  Among  other  factors, 
shifts  in  stock  reflect  the  large  capital  inflows  and  the 


revaluation  of  tangible  assets  at  replacement  cost. 

In  1991,  the  United  States  remained  the  world's 
largest  host  country  of  FDI  and  the  largest  source  country 
for  direct  investment  abroad.  Reflecting  the  more  rapid 
rise  of  inflow  than  outflow  since  1985,  the  relative  size  of 
FDIUS  to  USDIA  has  risen  by  14  percent.  Between  1985 
and  1991,  the  FDIUS  stock  had  quickly  risen  from  60 
percent  to  nearly  74  percent  the  size  of  the  USDIA  stock 
(in  current  cost  terms). 

Recent  FDI  Inflow  Components 
Decline 

Between  1989  (the  net  FDIUS  inflow  peak)  and 
1992,  net  overall  annual  inflows  fell  by  $72  billion.  The 
annual  inflows  of  foreign  direct  investment  in  the  United 
States  (FDIUS  inflows)  are  determined  by  the  amount  of 
equity  inflows,  changes  in  intercompany  debt,  and  rein- 
vested earnings.  All  three  components  shrank  sharply 
between  1989  and  1992  (Table  3-1).'  Net  equity  inflows 
fell  $35  billion,  "reinvested  earnings  and  losses"  shifted 
negatively  an  additional  $6  billion,  and  net  intercompany 
debt  flows  (mainly  U.S.  affiliates'  payables  to  foreigners, 
which  are  capital  inflows)  dropped  $3 1  billion.* 

Several  major  factors  underlie  the  1991-92  slow- 
down in  FDIUS  inflows,  including  completion  of  foreign- 
owned  investment  projects  begim  in  the  1980s,  and  the 
U.S.  economy's  recession,  that  in  turn  reduced  businesses' 
ability  to  finance  expansion  from  retained  earnings  and 

*  Detailed  FDIUS  data  covering  1992  was  not  available  when  this  report 

was  being  drafted. 

'  For  a  detailed  discussion,  see  Mabnaz  Fahim-Nadar,  "U.S.  Business 

Enterprises  Acquired  or  Established  by  Foreign  Direct  Investors",  in 

Survey  of  Current  Business,  May  1992,  pp.  69-79. 

'  See  Howard  Murad,  "U.S.  International  Transactions",  in   Survey  of 

Current  Business,  June  1992,  Table  5,  lines  56-63,  p. 100. 


Figure  3- 1 
FDIUS  Inflows,  Current  Cost  Basis,  I  986-92 
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Table  3-1 

FDIUS  Capital  Flow  Components,  Current  Cost  Basis 
(Billion  dollars) 


Net  FDI  capital  inflows 

Equity  inflows 

Reinvested  earnings  &  losses 

Net  change  in  intercompany  debt . 


1989-92 

1989 

1990 

1991 

1992 

change 

67,9 

45,1 

11,5 

zi9 

-71.8 

51.8 

57.0 

27.9 

16.7 

-35.1 

■85 

-16.3 

-20.0 

-14.1 

-5.6 

24.6 

4.4 

3.6 

-(,5 

-31.1 

Source:  Bureau  of  Economic  Analysis,  Survey  of  Current  Business,  June  1992,  Table  5,  lines  55-62,  p.lOO. 


generally  contracted  U.S.  bank  lending.  It  also  reflects 
generalized  asset  deflation  in  Japan  and  a  reduction  in 
overseas  lending  by  Japanese  banks,  as  well  as  a  more 
inward  looking  investment  behavior  of  a  imified  Ger- 
many. 

Alternate  Measures  of  the 
Aggregate  FDIUS  Position 

The  Bureau  of  Economic  Analysis  has  placed  in- 
creased emphasis  on  a  "current  cost"  basis  for  reporting 
the  overall  FDIUS  flows  and  stock  data,  which  takes 
account  of  the  estimated  increase  in  the  cost  of  replacing 
U.S.  affiliates'  tangible  assets,  as  opposed  to  two  alternate 
measures:  historical  cost  and  market  value.  Briefly, 
"historical  cost"  is  the  cumulative  book-value  of  FDIUS 
at  the  time  of  the  transaction,  which,  for  acquisitions,  is 
generally  lower  than  current  cost.  "Market  value"  reflects 
changes  in  equity  prices,  and  is  generally  higher  than 
current  cost.'  Current-cost  and  market  value  estimates  of 
the  FDI  position  are  reported  by  BEA  only  at  the  aggregate 
level,  and  not  by  country  or  by  industry.  The  differences 
in  value  between  historical  cost  versus  current  cost  and 
market  value  for  each  year  appears  to  be  greater  for  U.S. 
direct  investment  abroad  (USDIA)  than  FDIUS,  because 
U.S.  direct  investments  abroad  are  generally  older  than 
foreign  investments  in  the  United  States.  FDIUS  data 
classified  by  country  and  industry  are  only  available  on  a 
historical  cost  basis,  as  it  is  the  only  basis  available  in  such 
detail  from  company  accounting  records. 

Between  1985  and  1 99 1 ,  the  current-cost  position  of 
FDIUS  rose  by  about  the  same  amount  as  its  historical 
cost,  but  by  two-fifths  less  than  its  market  value.  The 
higher  rise  in  market  values  of  the  FDIUS  position  reflects 
the  rapid  1989-91  run-up  in  U.S.  equity  prices  (Table  3- 


'  The  market- value  series  is  only  available  beginning  in  1982  because 
separate  information  on  equity  flows  and  positions  of  unincoqjorated 
affiliates  was  not  available  for  earlier  periods. 


Table  3-2 

Foreign  Direct  Investment  Position  in  the  United 

States  and  the  U.S.  Position  Abroad 

on  Alternative  Bases,  1 985-9 1 

(in  billion  dollars) 


1985-91 

1985 

1987 

1989 

1990 

1991 

change 

Current  cost: 

FDIUS 231.3 

3135 

433.2 

466.5 

487.0 

+255.7 

USDIA 387.2 

493.3 

552.8 

623.6 

655.3 

+268.1 

Market  value: 

FDIUS 220.0 

316.2 

534.7 

536.6 

654.1 

+434.1 

USDIA 379.1 

577.0 

807.9 

716.4 

802.0 

+422.9 

Historical  cost: 

FDIUS 184.6 

263.4 

368.9 

369.7 

407.6 

+223.0 

USDIA 230.3 

314.3 

372.4 

424.1 

450.2 

+219.9 

Source:  Survey  of  Current  Business,  June  1992,  page  49,  Table  3,  and  page 
53,  Table  5,  FDIUS  Slowdown  in  Most  Industrial  Sectors. 


FDIUS  Changes  in  Individual 
industries 

The  1990-91  slowdown  in  FDI  inflows  occurred  in 
most  of  the  largest  U.S.  industrial  sectors,  except  banking 
and  finance,  with  the  largest  total  dollar  declines  occur- 
ring m  the  manufacturing  and  services  sectors  (Table  3-3). 
From  its  1989  peak  to  1991,  overall  direct  investment 
inflows  declined  by  $56  billion~$32  billion  in  the  manu- 
facturing sector,  $9  billion  in  finance,  $6  billion  in  ser- 
vices, and  $4.5  billion  in  real  estate.  Slower  economic 
activity  in  the  United  States  and  abroad,  declines  in 
Japanese  commercial  real  estate  values  and  stock  market 
prices,  and  reduced  lending  by  major  foreign  lending 

'  For  a  discussion  of  the  differences  in  trends  and  levels  of  the  FDIUS 
position,  in  terms  of  their  current  cost,  market  value,  and  historical  value, 
see  Russell  B.  Scholl,  Raymond  J.  Mataloni,  Jr.  and  Steve  D.  Bezirganian, 
"The  International  Investment  Position  of  the  United  States  in  1991,"  in 
Survey  of  Current  Business,  June  1992,  pp.  46-59. 
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Table  3-3 

FDIUS  Inflows,  Selected  Sectors,  1988-1991 
(Billion  dollars) 


All  Sectors 

Subtotal,  of  6  sectors 

Manufacturing 

Banking 

Rnance 

Real  Estate 

Wholesale  Trade 

Services 


Source:  Bureau  of  Economic  Analysis. 


1989-91 

199? 

1989 

1990 

1991 

?hange 

58,6 

69,0 

46,1 

12,6 

-56.4 

53.2 

66.5 

38.8 

12.6 

-53.9 

31.9 

38.6 

16.7 

6.6 

-32.0 

2.7 

2.2 

0.8 

1.9 

-0.3 

0.6 

11.2 

-2.4 

2.5 

-8.7 

3.2 

3.8 

6.1 

-0.7 

-AS 

6.0 

4.3 

7.1 

2.2 

-2.1 

8.8 

6.4 

105 

0.1 

-6.3 

institutions,  have  significantly  contributed  to  reduced  FDI 
inflows  into  most  U.S.  sectors  since  1989. 

Even  though  the  inflows  slowed  in  1990  and  1991, 
they  continued  to  add  to  the  accumulated  value  of  foreign 
direct  investment  in  the  United  States,  only  at  a  slower  rate 
of  increase.  The  FDIUS  position  in  all  major  sectors  also 
continued  to  rise  in  both  years. 

The  FDIUS  inflows  have  been  broad  based  across 


most  U.S.  industrial  sectors.  Several  important  shifts 
occurred  in  their  composition  between  1985  and  1991, 
with  the  shares  in  wholesaling,  petroleum,  and  real  estate 
falling,  and  the  shares  rising  in  manufacturing,  fuiance, 
insurance,  and  other  industries  (other  services  and  min- 
ing), suggesting  a  gradual  evolution  from  marketing  and 
distribution  to  production  of  goods  and  services  (Figure  3- 
2A).  In  comparison,  the  shifts  in  the  composition  of 
USDIA  shares  over  the  same  period  where  quite  different, 
with  a  small  decline  in  the  shares  in  manufacturing  and 
petroleum,  and  very  large  increases  in  the  shares  held  in 
the  service  sector- finance,  insurance,  and  real  estate 
(Figure  3-2B). 

In  1 99 1 ,  the  FDIUS  position  in  the  U. S.  manufactur- 
ing sector  reached  $  1 63  billion,  on  a  historical  cost  basis, 
and  remained  at  about  40  percent  of  total  FDIUS,  a  far 
larger  share  than  that  of  any  other  U.S.  sector.  Within 
manufacturing,  the  composition  ofboth  FDIUS  and  USDIA 
changed  little  between  1985  and  1991  (Figures  3-3A  and 
3-3B).  The  largest  direct  investment  position  in  manufac- 
turing was  in  the  chemicals  industry,  at  $49  billion,  which 
accounted  for  1 2  percent  of  the  total  FDIUS  p>osition. 

It  is  publicly  well  known  that  a  number  of  affiliates 
in  the  U.S.  chemicals  industry  have  been  owned  by  three 
very  large  German  chemical  companies,  including  Bayer, 
BASF,  and  Hoescht,  and  further  foreign  investment  in  this 


Figure  3-2A 

FDIUS  Position,  by  Industry  of  Affiliate,  1985  and  1991 
(Historical  cost  and  percent  share) 
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Figure  3-2B 

USDIA  Position,  by  Industry  of  Affiliate,  1985  and  1991 
(Historical  cost  and  percent  share) 
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U.S.  industry— led  by  Germany—accelerated  during  the 
1980s,  jumping  by  59  percent  from  1988  to  1991  alone. 
During  1988-91,  foreign  investment  positions  also  rose 
rapidly  in  primary  and  fabricated  metals,  and  food  and 
kindred  products,  led  by  investments  from  the  U.K., 
France,  and  the  Netherlands. 

The  FDIUS  position  in  the  wholesale  trade  sector 
grew  by  21  percent  between  1988  and  1991  to  $53  billion, 
yet  its  share  of  total  FDIUS  fell  to  13  percent.'  Its 
decreased  share  reflects  an  apparent  growing  preference 
among  some  foreign-owned  multinational  companies  to 
locate  production  facilities  in  the  United  States.  Thus, 
"onshore"  production  increasingly  supplemented  their 
wholesale  distribution  of  imports,  as  in  the  case  of  Japa- 
nese-owned U.S.  auto  production. 

While  the  FDIUS  position  in  the  petroleum  industry 
is  nearly  as  large  as  in  wholesaling,  it  was  only  1 1  percent 
higher  in  1991  than  in  1988,  reflecting  the  slowest  growth 
among  all  sectors.  The  FDIUS  position  in  the  petroleum 
sector  was  $40  billion  in  1991—10  percent  share  of  total 
1991  position,  and  only  one  percentage  point  less  than  in 
1988. 

The  FDIUS  positions  in  the  service  and  insurance 
sectors  have  been  small  compared  to  that  in  manufactur- 
ing; however,  they  surged  much  more  rapidly  than  in  any 
of  the  other  sectors,  rising  between  1988  and  1991  by  65 


percent  in  services  and  75  percent  in  insiu-ance.  The 
services  position  rose  from  $19  billion  in  1988  to  $32 
billion  in  1990,  with  investments  mainly  from  the  United 
Kingdom,  Japan,  and  the  Netherlands  that  flowed  mainly 
into  hotels,  business  services,  and  the  motion  picture 
industry.  The  ins\irance  position  reached  $33  billion  in 
1991,  reflecting  a  large  jump  in  foreign  investments  in 
1991  that  was  mainly  from  the  United  Kingdom,  the 
Netherlands,  Germany,  and  France,  and  mainly  in  prop- 
erty, life,  and  casualty  insurance. 

The  investment  position  in  real  estate  grew  30 
percent  from  1988  to  1991,  to  $34  billion,  although  its  8 
percent  share  of  total  FDI  has  remained  relatively  constant 
since  the  mid  1980s.  One  of  the  more  publicly  recognized 
examples  was  the  Mitsubishi  Estate  Company  Ltd.'s  ac- 
quisition of  Rockefeller  Center.  The  continuing  slump  in 
commercial  real  estate  values  in  the  United  States  is 
expected  to  resfrain  the  growth  of  foreign  investment  in 
this  sector. 

The  retail  frade  foreign  direct  investment  position 
dropped  by  32  percent  since  1 988  to  a  level  of  $6.7  billion. 


'  Since  the  FDI  position  figures  are  compiled  at  the  enterprise  level,  some 
manufacturing  investment,  particulariy  in  Japanese  automobile  assembly, 
is  contained  in  the  wholesale  trade  figures  for  those  firms  where  wholesal- 
ing is  the  major  activity  of  the  U.S.  affiliate. 


Figure  3-3A 

FDIUS  Position  in  Manufacturing  by  Industry  of  Affiliate,  1985  and  1991 
(Historical  cost  and  percent  share) 
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Figure  3-3B 

USDIA  Position  in  Manufacturing,  by  Industry,  1985  and  1991 

(Historical  cost  and  percent  share) 
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This  contraction  reflects  primarily  the  decline  in  the  value 
of  Canadian  investments  in  retail  trade.  Financial  restruc- 
turing of  Canadian  enterprises,  generally  involving  highly 
leveraged  transactions,  appears  to  account  for  most  of  the 
decline  in  the  direct  investment  position  in  this  industry. '° 
The  FDIUS  position  in  the  banking  industry  rose  by 
22percentbetween  1988  and  1991  from  $17  billion  to  $21 
billion.  The  1991  rise  in  inflows,  following  the  1990  drop 
in  inflows,  in  the  banking  sector  probably  largely  reflects 
increased  capital  inflows  to  foreign-owned  banks  needed 
to  meet  the  risk-adjusted  capital  requirements  that  began 
phasing  in  that  year.  The  FDI  data  on  banking  cover  only 
permanent  invested  capital,  and  not  the  substantially 
larger  foreign  shares  of  business  lending  between  parent 
banks  and  their  U.S.  affiliates  in  the  conduct  of  their 
normal  banking  business.  Such  lending  is  included  in 
portfolio  investment,  not  in  direct  investment,  in  U.S. 
statistics.  (See  Chapter  4  of  this  report  for  an  analysis  of 
foreign  banking  in  the  United  States.) 


value)  (Figure  3-4).  The  rise  in  position  was  led  by  Japan 
(30  percent)  and  the  United  Kingdom  (28  percent). 

Inflows  from  the  United  Kingdom  peaked  in  1987, 
and  continued  to  lead  in  value  through  1989  (Table  3-4). 
Inflows  from  Japan  peaked  in  1987  and  fell  sharply  in 
1991 .  Those  from  other  countries  generally  peaked  about 
1989;  however,  those  from  Canada  peaked  in  1987,  and  in 
1991  shifted  to  a  negative  value,  as  did  the  aggregate  for 
"all  other"  nations. 

The  United  Kingdom  retained  the  largest  share  of 
the  overall  FDIUS  position  between  1985  and  1991, 
reaching  26  percent  in  1991.  The  second  largest  and  most 
rapidly  rising  position  of  the  major  countries  was  held  by 
Japanese  firms,  rising  from  10.5  percent  to  21.3  percent. 
French  firms'  share,  although  much  smaller,  also  rose 
rapidly,  rising  from  3.6  percent  to  5.6  percent  (Figure  3- 
5  A).  The  United  Kingdom  position  share  increased  slightly. 
The  other  major  investing  countries,  the  Netherlands, 


Regional  Changes  in  FDIUS 
Sources 

Six  Countries  Dominate  FDI  Position 
Growth 

FDIUS  is  highly  concentrated  among  six  countries 
—  Japan,  the  United  Kingdom,  the  Netherlands,  Canada, 
Germany,  and  France.  These  six  countries  accoxmted  for 
nearly  90  percent  of  the  1985-91  rise  in  the  FDIUS  position 
and  83  percent  of  the  1991  position  (based  on  historical 

'"  Except  for  1990,  European  investment  in  retail  trade  also  declined 
absolutely  every  year  since  1988.  However,  inflows  from  third-country 
sources  such  as  the  Netherlands  Antilles,  and  U.K.  Islands  in  the  Caribbean 
were  probably  from  European  source  countries. 


Figure  3-4 

Share  of  Total  Increase  In  FDI  Position,  1985-91 

Six  Major  Countries 

(Percent  share  &  billion  dollars) 
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Table  3-4 

FDIUS  Inflows,  by  Principal  Source  Countries, 

Foreign  Parent  Group  Basis,  1985-91 

(Billion  dollars  on  historical  cost  basis) 


Country 

All  Countries 

Of  which: 

United  Kingdom 
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All  other 


1985 
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* 

** 
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3.2 

3.1 

2.7 

5.7 

3.7 

2.1 
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2.2 

3.7 

0.7 
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2.5 

4.3 

1.9 
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1.4 

-1.3 

6.1 
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4.7 

8.5 

15.9 
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*  0.03 

•♦  0.04 

Source:  Bureau  of  Economic  Analysis. 
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Germany,  and  Canada,  showed  declines  in  their  shares  of 
total  FDIUS. 

In  contrast  to  FDIUS,  the  USDIA  position  rose  less 
rapidly  in  value  between  1985  and  1991.  Unlike  FDIUS, 
the  six  largest  destination  countries  for  USDIA  accounted 
for  a  far  smaller  share  of  the  total  position  —  only  slightly 
more  than  5  0  percent  of  the  total  (Figure  3-5B).  Moreover, 
the  USDIA  national  shares  generally  changed  much  less 
than  in  FDIUS,  with  the  largest  share  shifts  being  a  large 
increase  in  the  Netherlands'  share  and  a  large  decline  in 
the  Canadian  share. 

The  slowdown  in  net  FDIUS  capital  inflows  in  1990 
and  1 99 1  was  widespread  across  virtually  all  major  source 
coimtries,  except  for  France.  France  supplied  signifi- 
cantly increased  inflows  in  both  years.  Relatively  large 
increases  also  occurred  in  inflows  from  the  Netherlands 
Antilles  and  Panama  in  1990,  and  inflows  decreased  from 
both  countries  in  1991.  Both  coimtries  are  generally 
regarded  as  tax  and  regulatory  havens. ' '  Total  FDI  inflows 
from  Canada  had  been  declining  for  several  years  and,  in 
1991,  were  actually  negative  in  value,  partly  because  of 


"  Panama  and  the  Netherlands  Antilles  typically  serve  as  intermediary 
country  sources  of  FDIUS  forpersons  or  firms  who  choose  to  invest  in  the 
U.S.  through  third  countries  for  tax,  privacy,  or  business  organization 
reasons. 


negative  reinvested  earnings  in  Canadian-owned  U.S. 
firms  in  the  U.S.  retail  trade  and  real  estate  sectors. 

FDIUS  inflows  from  the  United  Kingdom  ~  tradi- 
tionally the  largest  inflow  source  ~  fell  sharply  to  a  $5 
billion  average  in  1990  and  1991,  which  is  less  than  one- 
fourth  their  1987-89  average  pace  (Figure  3-6).  Inflows 
from  the  Netherlands  also  fell  in  1991  to  a  virtually 
negligible  $29  million  from  a  $6  billion  average  during 
1985-90,  led  by  investments  in  manufacturing,  wholesal- 
ing, finance,  and  services.  In  contrast,  inflows  from 
French  sources  appear  the  least  affected  by  the  general 
downturn  in  1991,  remaining  roughly  at  their  1987-89 
level,  although  still  lower  than  a  brief  but  large  run-up  in 
1990,  into  the  pefroleimi,  manufacturing,  and  services 
sectors. 

The  U.K.  position  of  $106  billion  rose  $3  billion 
between  1989  and  1991,  and  remains  broadly  dispersed 
across  industries,  with  the  largest  shares  in  petroleimi, 
chemicals,  other  manufacturing,  services,  and  insurance. 
The  German  position,  concentrated  in  chemicals,  whole- 
sale frade  and  insurance,  has  remained  roughly  constant 
since  1989  at  $28  billion.  The  Netherlands  position  in 
1990  and  1991  at  $64  billion,  was  up  from  $57  billion  in 
1989.  France  increased  its  FDI  position  from  $  1 5 .4  billion 
in  1 989  to  $23  billion  in  1 99 1 ,  with  most  of  the  investment 
concentrated  in  manufacturing,  petroleum,  and  services. 


Figure  3-5A 

FDIUS  Positions,  by  Major  Source  Country,  1985  and  1991 

(Historical  cost  and  FPG  country  percent  share) 


1985 

1991 

$184.6  billion 

$407.6  billion 

^•^"■'"^...TTTmrr*.  Japan    ,O.SX 

^           Japan  2I.3X 

A     mi 

U.K.26.0X^       ^^^ 

^                 J^^^^Canad.  9.3X 

^■^^^  Canada    MX 

Netherlands  20.  IX                    A 

11^^ 

"^M  yo^-"-'" 

\              t\,           J  Other   l/.IX 
Netherlands    I5.7X\           /]ttj^     / 

Germany  S.OX^^B 

France  3.6X 

Ger 

many  6.9X         France  5.6X 

Source:  Bureau  of  Economic  Analysb. 


Figure  3-5B 

USDIA  Positions,  by  Country,  1985  and  1991 
(Historical  cost  and  percent  share) 
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Figure  3-6 
FDI  Inflows  from  Selected  European  Countries, 

1987-91 


Figure  3-7 
FDI  Inflows  from  Japan,  1987-91 


1987  88  89  90 

Source:  Bureau  of  Economic  Analysis. 


Inflows  from  Japanese  sources  climbed  to  an  $  1 8 
billion  annual  average  during  1988-90,  before  falling  to 
$5. 2  billion  in  1991  (Figure  3-7).  Japanese  FDIUS  inflows 
through  1989  had  been  mainly  in  the  manufacturing, 
wholesale  trade,  finance,  and  real  estate  sectors,  and  in  a 
number  of  high-profile  purchases  of  movie  companies  by 
Sony  and  Matsushita  in  the  services  sectors.  The  largest 
shares  of  the  rise  in  Japanese  inflows  were  in  manufactur- 
ing (particularly  in  automotive  assembly  and  ferrous 
metals)  and  wholesale  trade  (largely  Japanese-owned  com- 
panies principally  in  the  business  of  importing)  (Table  3- 
5).  In  1990  and  1 99 1 ,  Japanese-sourced  inflows  in  manu- 
facturing dropped  sharply,'^  and  in  wholesale  trade,  rose 
in  1990,  but  dropped  sharply  in  1991.  Overall  Japanese 


'^Because  of  the  BEA  methodology  used  to  assign  sectoral  classifications 
to  enterprises,  the  increase  in  FDIUS  in  the  manufacturing  sector  may  be 
understated  because  those  dataexclude  enterprisesthatare  mainly  engaged 
in  wholesale  trade  but  that  have  secondary  activities  in  manufacturing.  For 
example,  several  Japanese-owned  enterprises  are  classified  as  wholesalers, 
although  they  are  also  motor  vehicle  manufacturers. 


Table  3-5 

FDI  Capital  Inflows  from  Japan,  1988-91 

(Billion  dollars) 


1999 

1999 

1990 

1991 

All  Industries 

17.2 

18.7 

17.4 

5.2 

Manufacturing 

Wholesale  Trade 

Other  sectors 

S.8 
2.5 
8.9 

5.2 

3.0 

10.5 

2.3 

4.9 

10.2 

1.4 
1.3 
2.5 

Source:  Bureau  of  Economic  Analysis. 


sourced  FDI  inflows  in  real  estate  were  negative  in  1 99 1 , 
because  of  losses  incurred  by  their  U.S.  affiUates. 

Canadian  direct  investment  in  the  United  States 
grew  steadily  to  a  $30.4  billion  position  peak  in  1989,  and 
then  edged  down  to  about  $30  billion  in  1990  and  1991. 
Canadian  FDI  inflows  have  been  concentrated  in  j>etro- 
leum,  other  manufacturing,  insurance,  real  estate,  and 
retail  trade.  Recent  decreases  in  the  value  of  Canadian- 
owned  U.S.  commercial  real  estate,  such  as  the  widely 
publicized  problems  with  Olympia-York,  and  disinvest- 
ment since  1988  inU.S.retailtrade,  partly  reflect  ongoing 
problems  with  the  restructuring  of  large  leveraged  mvest- 
ments.  Canadian  investments  in  these  two  sectors  were 
undertaken  at  the  peak  of  the  activity  in  mergers  and 
acquisitions  in  the  United  States  during  the  1980s. 

The  FDIUS  position  of  direct  investments  from 
Middle-Eastern  sources  also  fell  sharply  between  1989 
and  199 1,  down  from  $7.6  billion  to  $4.8  billion.  Kuwait, 
Saudi  Arabia,  and,  to  a  lesser  extent,  Israel,  account  for  the 
bulk  of  Middle  East  FDIUS.  Both  Kuwait  and  Saudi 
Arabia  decreased  their  investment  in  the  United  States 
during  the  Gulf  conflict  of  1990.  Kuwaiti  and  Saudi 
Arabian  foreign  direct  investment  is  believed  to  be  con- 
centrated primarily  in  pefroleum  and  real  estate;  however, 
BEA's  disclosure  rules  on  individual  company  data  pre- 
clude a  complete  breakdown  of  the  data  by  industry. 
Israeli  sources  raised  their  direct  investment  position  by 
$45 1  million  to  $  1  billion  in  1 99 1 ,  with  about  three-fourths 
of  its  position  in  the  U.S.  banking  industry. 

Statistical  Basis  Affects  Country  Shares 

Tracking  country  ownership  of  FDIUS  is  compli- 
cated by  fmancing  arrangements  under  which  foreign 
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parent  firms  can  use  third-country  foreign  affiliates  as  a 
vehicle  to  make  direct  investments  in  the  United  States. 
Foreign  affiliates  in  the  Netherlands,  and  tax  and  regula- 
tory havens  such  as  Panama  and  the  Netherlands  Antilles 
have  served  as  intermediaries  for  some  FDIUS.  To  clarify 
the  ultimate  upstream  origins  of  such  capital  flows,  the 
Bureau  of  Economic  Analysis,  in  addition  to  reporting 
FDIUS  by  country  of  foreign  parent  group  (FPG),  also 
traces  these  investments  back  to  the  country  of  ultimate 
beneficial  owner  (UBO)."  The  UBO-based  data  are  not 
published  for  years  prior  to  1987. 

Of  the  six  major  FDIUS  investing  countries,  in  1 99 1 , 
the  Japanese,  French,  German,  and  Canadian  positions 
were  higher  on  a  UBO  basis  than  on  the  initial  FPG  basis. 
The  UBO  shares  were  lower  for  the  United  Kingdom  and 
the  Netherlands  (Table  3-6).  While  the  FPG  and  UBO 
based  shares  have  both  changed  in  recent  years,  the 
relative  differences  in  share  sizes  for  each  country  have 
not  greatly  changed  over  time. 


FDI  Posts  Rising  Shares  in  the  U.S.  Economy 

The  rapid  rise  in  FDIUS  during  the  last  few  decades 
is  reflected  in  the  very  small  but  rising  share  of  FDIUS  in 
the  total  U.S.  domestic  wealth.  The  share  of  FDI,  on  a 
current-cost  basis,  in  U.S.  domestic  wealth  more  than 
doubled  from  1.2  percent  in  1980  to  a  peak  share  of  2.7 
percent  in  1991  (Table  3-7).2"'  This  share  is  smaller  than 
in  all  other  major  industrial  countries,  except  Japan,  even 
though,  in  absolute  value  terms,  the  United  States  contin- 
ues to  hold  the  largest  inward  FDI  position  among  indus- 
trial countries. 


Table  3-7 

Estimated  FDI  Shares  of  Net  Worth  in  the 

United  States 

(Percent) 


I9M 


isfii    mo.    1921 


Table  3-6 

FDIUS  Positions,  b/  Basis  of  Ownership  in  1991 

(Billion  dollars  and  percent  shares  on  historical 

cost  basis) 


Country 

All  countries 

Of  which: 

United  Kingdom 

Japan 

Netherlands 

France 

Germany 

Canada  


*FPG  =  foreign  parent  group;  UBO  =  ultimate  beneficial  owner. 
Source:  Bureau  of  Economic  Analysis. 


FPGB? 

sis* 

UBO  Basis* 

Position 

$har? 

Position 

Shsre 

407.6 

100.0 

407.6 

100.0 

106.1 

26.0 

98.9 

24.3 

86.7 

21.3 

88.9 

21.8 

63.8 

15.7 

42.1 

10.3 

22.7 

5.6 

27.1 

6.6 

28.2 

6.9 

33.3 

8.2 

30.0 

7.4 

40.7 

10.0 

FDI  shares  of— 

Domestic  net  worth 1 .2 

Private  sector  net  worth, 
excluding  households  and 
non-profit  institutions 2.3 


1.6  2.6  2.7 


3.6  6.1  6.6 


Sources:  Bureau  of  Economic  Analysis  and  Federal  Reserve  Board  Bal- 
ance Sheets  for  the  U.S.  Economy,  March  1993. 


Because  FDIUS  is  not  evenly  spread  across  all 
sectors  of  the  U.S.  economy,  comparing  this  FDI  total 
against  total  U.S.  domestic  net  worth  tends  to  imderstate 
their  participation  at  a  more  disaggregated  level.  The  size 
of  total  FDIUS  relative  to  the  economy  is  much  higher 
when  measured  as  a  share  of  U.S.  private  sector  net  worth 
(excluding  households  and  nonprofit  institutions),  rising 
Irom  2.3  percent  in  1980,  to  6. 1  percent  in  1990,  and  to  6.6 
percent  in  1991.  The  1990-91  ratio  increase  primarily 
reflects  the  effect  on  U.S  corporations'  net  worth  of  the 
recent  general  decline  in  commercial  real  estate  values. 


"  The  Netherlands  position  is  significantly  lower  when  using  alternate 
UBO  position  classifications,  because  other  countries  sometimes  "route" 
their  investment  into  the  U.S.  through  holding  companies  in  the  Nether- 
lands. An  example  of  this  is  the  publicly  reported  acquisition  of  Du  Pont 
Chemicals  in  198 1  by  a  Canadian  company  through  a  Netherlands  holding 
company. 


''•  According  to  the  Federal  Reserve  Board  flow  of  funds  defmition, 
domestic  Net  Worth  equals  the  sum  of  total  tangible  assets  (i.e.  residential 
structures,  plant  and  equipment,  inventories,  consumerdurables,  and  land) 
plus  U.S.  monetary  gold  and  Special  Drawing  Rights.  Source:  Federal 
Reserve  Board,  Balance  Sheets  for  the  U.S.  Economy,  March  1993. 
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Operations  of  Foreign-Owned  Firms  in  the 
States 


This  chapter  is  in  two  parts,  in  order  to  reflect  key 
differences  in  the  sources  of  the  primary  data  used  to 
analyze  the  operations  of  foreign-owned  U.S.  nonbank 
and  banking  firms.  The  analysis  of  the  operations  of 
nonbank  firms  is  primarily  based  on  data  produced  by  the 
Department  of  Commerce's  Bureau  of  Economic  Analy- 
sis. Data  on  banking  firms  are  compiled  from  the  Federal 
Financial  Institutions  Examination  Council  (FFIEC)  re- 
ports and  other  bank  sources.  While  the  size  ofboth  groups 
can  be  generally  measured  in  terms  of  employment, 
several  other  typical  measwes  of  size  and  operations  are 
not  comparable.  The  size  of  nonbank  firms  is  often 
measxu-ed  in  terms  of  total  or  physical  assets,  sales,  imports 
and  exports.  In  contrast,  the  size  of  banks  is  usually 
measured  in  terms  of  financial  assets. 

U.S.  banking  affiliates  employ  only  a  small  fraction 
of  the  number  of  workers  employed  by  nonbank  affiliates, 
but  their  asset  holdings  are  more  than  half  as  large,  and 
their  business  activity  nearly  half  as  large,  as  that  of  the 
nonbanking  affiliates. 

•     In  1990,  U.S.  affiliates  in  the  nonbank  sector 
employed  twenty  times  more  workers  than  did 
foreign-owned  firms  in  the  banking  industry. 


•  In  1990  the  assets  of  foreign-owned  nonbank  firms 
reached  a  record  $1,529.8  billion,  while  the  total 
financial  assets,  including  estimated  offshore 
lending,  of  foreign-owned  banking  firms  reached 
$939.1  billion. 

•  As  a  rough  gauge  of  their  relative  size  ~  in  1990, 
the  sales  by  foreign-owned  nonbank  firms  amounted 
to  $1,168.5  billion  and  loans  by  foreign-owned 

banking  firms  amounted  to  $545.9  biUion. 

The  relative  importance  of  both  types  of  foreign 
firms  in  their  respective  U.S.  industry  groups  was  small, 
although  their  importance  was  relatively  greater  in  the 
banking  than  nonbanking  sector.  In  1990,  all  nonbank 
U.S.  affiliates  accounted  for  6  percent  of  nonbank  private 
industry  gross  domestic  product  and  5  percent  of  total 
nonbank  private  employment.  Affiliates  represented  14 
percent  of  U.S.  manufacturing  industry  gross  domestic 
product,  1 1+ percent  of  total  U.S.  manufacturing  employ- 
ment, and  16  percent  of  all  manufacturing  sales.  In 
comparison,  in  1990,  foreign  banking  firms  in  the  United 
States  accoimted  for  23  percent  of  total  U.S.  loans,  24 
percent  of  total  assets  held  by  banks  in  the  United  States, 
and,  as  recently  as  1987, 7  percent  of  total  employment  in 
U.S.  banking. 
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4A 

Business  Activity  of  Nonbank  Foreign 
Owned  Firms 

by  Gerald  R.  Moody* 


The  aggregate  business  activity  of  U.S.  nonbank 
affiliates  of  foreign  firms  grew  substantially  over  the  past 
decade.  These  affiliates  remain,  nonetheless,  a  small 
share  of  the  U.S.  economy  as  a  whole. 

This  chapter  provides  an  overview  of  changes  in  the 
operations  and  performance  of  U.S.  affiliates  of  foreign 
firms  in  the  past  decade  and  examines  the  affiliates' 
effects  on  the  U.  S.  economy.  It  reviews  the  importance  of 
acquisitions  in  the  growth  process,  the  growing  impor- 
tance in  the  U.S.  economy  of  affiliates  with  Japanese 
owners,  and  the  small  role  that  foreign  government  own- 
ership of  U.S.  affiliates  plays.  This  chapter  also  examines 
the  growing  relative  importance  of  affiliates  in  such 
industries  as  chemicals  and  petroleum  and  coal  products. 

In  surrmiary,  the  affiliates  have  made  a  positive 
contribution  to  the  U.S.  economy.  In  1 990,  they  provided 
employment  for  4.7  million  Americans,  and  spent  $68 
billion  for  new  plant  and  equipment,  and  spent  $  1 1  billion 
for  research  and  development.  And  they  have  helped  to 
increase  competition  in  many  industries,  thereby 
benefitting  consumers  through  lower  prices  and  higher 
product  quality. 

The  affiliates'  contribution  in  large  part  reflects  the 
competitive  advantages  that  foreign  firms  enjoy  in  certain 
industries.  These  advantages  may  take  the  form  of  access 
to  low-cost  capital,  an  advantage  in  capital-intensive 
industries;  strong  research  capabilities,  an  advantage  in 
chemicals  manufacturing;  innovative  products,  an  advan- 
tage in  consumer  electronics;  or  careful  attention  to  prod- 
uct quality,  an  advantage  m  motor  vehicle  manufacturing. 
As  affiliates  with  these  kinds  of  advantages  have  become 
an  integral  part  of  certain  U.S.  industries,  their  role  in  the 
U.S.  competitive  process  has  grown  in  importance. 

During  the  1980s,  the  affiliates  on  average  invested 
more  in  plant  and  equipment  per  dollar  of  gross  product 
than  U.S.-owned  firms.  In  manufacturing  alone,  the 
affiliates  recently  spent  more  on  plant  and  equipment  per 
dollar  of  value  added,  and  about  as  much  on  R&D  per 
dollar  of  sales,  as  U.S.-owned  firms. 

In  general,  the  industries  in  which  the  affiliates 
account  for  relatively  large  shares  of  employment  pay 

*  Senior  Economist,  Office  of  Policy  Analysis,  Economics  and  Statistics 
Administration,  U.S.  Department  of  Commerce. 


higher  compensation  per  employee,  and  U.S.  affiliates 
have  higher  average  labor  productivity,  thanU.  S .  industry 
as  a  whole .  Based  on  newly  available  establishment-level 
data  for  affiliates,  it  appears  that,  when  the  industrial 
composition  of  the  affiliates  is  taken  into  accoimt,  the 
affiliates  are  much  like  U.S.-owned  firms  in  terms  of 
worker  compensation.  This  likeness  might  be  expected 
since  so  much  of  the  growth  in  affiliate  activity  has  been 
accounted  for  by  acquisitions  of  existing  U.S.  companies. 

Nevertheless,  important  differences  exist  within 
certain  industries.  For  example  in  motor  vehicles  manu- 
facturing, average  compensation  per  employee  has  been 
lower  for  the  affiliates  than  for  U.S.-owned  establish- 
ments. Also,  in  manufacturing  industries  that  have  the 
lowest  average  compensation  per  employee,  the  affiliates 
tend  to  pay  higher  compensation  per  employee  than  their 
U.S.-owned  counterparts,  indicating  that  the  affiliates  are 
probably  specialized,  skill-intensive  operations. 

Perhaps  most  notable,  compared  to  U.S.-owned 
businesses,  the  affiliates  continue  to  have  greater  interna- 
tional trade  orientation.  In  the  aggregate,  the  affiliates' 
share  of  the  total  U.S.  merchandise  trade  deficit  has  been 
rising,  reaching  88  percent  in  1990.  In  1990,  Japanese- 
owned  affiliates,  many  of  which  are  mainly  trading  com- 
panies that  import  goods  for  sale  in  this  country,  accounted 
for  49  percent  of  the  trade  deficit;  83  percent  of  the  imports 
by  affiliates  of  Japanese  firms  were  fi^om  their  parent  firms 
in  Japan. 

General  Trends  in  Operations  of  Nonbank 
Foreign-owned  Firms 

Growing  Economic  Importance 

The  importance  of  foreign-owned  U.  S.  businesses  in 
the  U.S.  economy  grew  at  a  faster  pace  in  the  late  1980s 
than  in  the  mid-1980s,  although  not  as  fast  as  in  the  several 
years  prior  to  the  1982  recession.  Between  19  87  and  1990, 
the  annual  gross  product  (value  added)  of  the  U.  S.  nonbank 
affiliates  increased  ft^om  $158  billion  to  $241  billion  (in 
current  dollars),  averaging  15. 2  percent  per  year.  The  U.S. 
affiliates'  share  of  total  U.S.  nonbank  private  gross  prod- 
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Table4A-l 

Estimated  Shares  of  Nonbank  Affiliates  of 

Foreign  Companies  in  Selected  U.S.  Economic 

Indicators 

(In  Percent) 


15M 

Total  U.S.  gross  domestic 

product 2.6 

All  nonbank  private  Industry: 

Gross  domestic  product  3.4 

Employment* 2.7 

New  plant  &  equipment 

expenditures** 5.5 

R&D  expenditures 6.4 

Manufocturing  Industry:*** 

Assets 8.3 

Sales 7. 1 

Gross  product 7.9 

R&D  expenditures****  5.7 

Total  merchandise  trade: 

Exports 23. 1 

Imports 30.9 


liSZ 


3.5 


1989 


4.3 


1990 


4.6 


4.3 

5.6 

6.0e 

3.7 

4.8 

5.0 

7.6 

10.4 

12.2 

10.6 

13.4 

15.4 

13.2 

17.6 

18.6 

1  1.4 

15.2 

16.4 

10.4 

13.4 

I4.0e 

9.7 

13.4 

14.9 

18.9 

23.7 

23.2 

35.3 

36.3 

36.5 

e  =  estimated 
n.a.  =  not  available. 

*  Excludes  employment  in  Puerto  Rico,  and  in  "other  territories  and 
offshore". 

**     Excludes  agriculture. 

***  Based  on  industry  ofenterprise  for  affiliates  and  industry  of  establish- 
ment for  all  manufacturing. 

****  Petroleum  and  coal  products  manufacturing  have  been  excluded 
because  separate  affiliate  data  for  these  industries  are  not  available  for 
1986. 

Note:  Nonbank  private  industry  gross  product  is  total  gross  domestic 
product  minus  the  gross  product  of  banks,  government  and  government 
enterprises,  private  households,  imputed  GDP  of  owner-occupied  housing, 
rental  income  of  persons,  business  transfer  payments,  subsidies,  and  the 
statistical  discrepancy. 

Sources:  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis 
and  Bureau  of  the  Census:  and  National  Science  Foundation. 


uct  almost  doubled  between  1980  and  1990,  rising  from 
3.4  percent  to  an  estimated  6.0  percent  (Table  4A-1). 

The  affiliates'  share  of  the  gross  product  in  U.S. 
manufacturing  (an  estimated  14  percent  in  1990)  is  far 
higher  than  their  share  of  the  value  added  of  all  other 
nonbank  business,  reflecting  the  greater  concentration  of 
affiliate  investment  in  manufacturing  (Figure  4A-1). 

The  slowdown  in  the  growth  of  foreign-owned  firms 
beginning  in  1989  is  readily  evidenced  by  data  on  outlays 
for  new  affiliates.  Outlays  for  nonbank  businesses'  dropped 
to  only  $22.2  billion  in  1991  from  apeak  of  $70.9  billion 
in  1988.  This  slowdown  is  also  reflected  in  the  drop  in 


'  Outlays  by  foreign  investors  are  generally  far  smaller  that  the  total  value 
of  the  assets  of  the  firm  acquired  or  established,  since  such  firms  are  often 
only  partly  owned  by  foreigners. 


Figure  4A- 1 
Affiliates'  Share  of  Manufacturing  Value  Added 

(Excluding  petroleum  &  coal  products 
manufacturing;  based  on  current  dollar  values) 


employment  in  bank  and  nonbank  affiliates  added  each 
yearfromapeakof736,000inl988to474,000inl990and 
only  228,000  in  1991.  (Separate  employment  data  on 
nonbank  businesses  acquired  or  established  in  1991  are 
not  given  here  in  order  to  avoid  disclosure  of  individual 
company  operations.) 

The  1988-91  slowdown  in  investment  outlays  for 
new  affiliates  was  concentrated  in  outlays  to  acquire  very 
large  companies.  The  share  of  the  total  outlays  accounted 
for  by  investments  of  $1  billion  or  more  fell  from  40 
percent  in  1988  and  1990  to  only  14  percent  in  1991. 

Country  of  Affiliate  Ownership 

Foreign-owners  in  the  advanced  industrial  nations 
(Europe,  Canada,  and  Japan) ,  with  their  strong  technologi- 
cal and  marketing  capabilities,  are  the  principal  foreign 
direct  investors  in  the  United  States  (Figure  4A-2).  Their 
dominance  is  reflected  in  their  89  percent  share  in  1990  of 
the  total  value  added  by  all  U.S.  nonbank  affiliates. 
European  owners  alone  accounted  for  58  percent  of  the 
total. 

During  the  1980s.  Japanese  firms,  focusing  mainly 
on  manufacturing,  increased  their  value  added  more  rap- 
idly than  other  major  investors.  Japanese-owned  affiliates 
doubled  their  share  of  tlie  total  value  added  by  affiliates 
from  7.0  percent  in  1980to  14.6percentin  1990.  The  ratio 
of  the  U.S.  value  added  by  these  Japanese-owned  affiliates 
to  the  total  value  of  their  merchandise  imports  rose  from 
17.9  percent  in  1980  to40.3  percent  in  1990.  reflecting  the 
growing  relative  importance  placed  by  Japanese-owned 
affiliates  on  production  in  the  United  States,  rather  than  on 
imports.  Nevertheless,  despite  the  rising  relative  size  of 
their  value  added,  in  1 990  the  $35.3  billion  of  value  added 
by  U.S.  affiliates  of  Japanese  companies  remained  cousid- 
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Figure  4A-2 
Value  Added  by  U.S.  Nonbank  Affiliates,  by 
Principal  Countries  of  Beneficial  Ownership 


erably  smaller  than  the  $89.7  billion  in  U.S.  merchandise 
imports  from  Japan. 

Foreign  Government  Ownership 

Public  concern  is  frequently  expressed  that  enter- 
prises owned  by  government  and  government-related 
enterprises  may  enjoy  advantages  because  of  their  ties 
with  those  foreign  governments.  U.S.  enterprises  that  are 
fiiUy  or  partially  owned  by  foreign  governments  may  have 
access  to  capital  or  foreign  market  outlets  that  would  not 
be  available  to  other  U.S.  firms.  Also,  foreign  govern- 
ments may  be  veiling  to  price  below  cost  and  therefore 
accept  below-market  returns  on  their  investment  in  U.S. 
enterprises  because  of  the  importance  they  attach  to  non- 
commercial objectives. 

U.S.  affiliates  owned  by  foreign  governments  ac- 
count for  only  a  small  share  of  the  total  business  operations 
of  U.S.  affiliates.  In  1990,  foreign  government-owned 
U.S.  businesses  employed  only  128,900  persons,  com- 
pared with  total  nonbank  affiliate  employment  of  4.7 
million.  Moreover,  the  data  show  no  clear  frend  in  the 
government-owned  businesses'  share  of  total  affiliate 
economic  activity.  These  businesses'  share  of  total  affili- 
ate employment  in  1990  was  only  2.7  percent,  somewhat 
lower  than  in  the  mid  1980s.  Their  share  of  total  affiliate 
sales  in  1990  was  4.9  percent,  somewhat  higher  than  in 
earlier  years. 

Affiliates  with  foreign  government  or  govern- 
ment-related entity  ownership  (i.e.,  those  in  which  a 
foreign  government  owns  at  least  a  1 0  percent  share  of  the 
U.S.  business)  have  not  been  very  profitable  on  average. 
They  incurred  aggregate  net  after-tax  losses  in  every  year 
from  1980  through  1990,  except  for  1989  when  they  still 
accounted  for  a  smaller  share  of  total  affiliate  net  income 
(2.8  percent)  than  of  total  affiliate  sales  (4.5  percent). 


Compared  to  U.S.  affiliates  in  general,  the  foreign 
government-owned  U.S.  affiliates  have  been  more  con- 
centrated in  the  petroleum  and  the  transportation  equip- 
ment manufacturing  industries,  both  of  which  pay  rela- 
tively high  wages.  In  1990,  compensation  per  employee 
was  37  percent  higher  in  the  foreign  government  owned  or 
affiliated  firms  than  in  all  other  affiliates. 

According  to  data  for  1987,  the  Government  of 
France  accounted  for  by  far  the  largest  share  (44.9  percent) 
of  the  sales  by  government-owned  U.S.  affiliates.  Next  in 
order  of  sales  were  the  governments  of  Kuwait  and  Italy 
(which,  respectively,  accounted  for  7.2  percent  and  4.4 
percent  of  government-owned  affiliate  sales). 

In  most  recent  years,  the  Government  of  France  has 
been  the  principal  foreign  government  purchaser  of  U.S. 
companies.  The  largest  recent  purchases  by  the  French 
GovemmentinvolvedU.S.  companies  in  industrial  chemi- 
cals, abrasive  products,  and  pharmaceuticals.  In  1987  and 
1988,  the  largest  individual  government  takeovers  of  U.S. 
firms  were  by  the  governments  of  the  United  Kingdom  and 
Saudi  Arabia  (Table  4A-2). 

Growing  Importance  of  New  U.S.  Affiliates 

While  foreign-owned  firms  still  accoimt  for  a  small 
share  of  total  U.S.  GDP,  the  value  added  by  their  opera- 
tions rose  sharply  in  the  1980s.  By  the  later  half  of  the 
decade,  rough  estimates  indicate  that  most  of  the  growth 
in  the  aggregate  operations  of  foreign-owned  firms  re- 
sulted from  the  acquisition  and  establishment  of  new 
affiliates  rather  than  the  expansion  of  existing  affiliates' 
operations. 

A  basis  for  estimating  the  extent  that  new  affiliates 
are  the  source  of  total  affiliate  growth  each  year  is  pro- 
vided by  the  datareported  to  BEA  on  the  operations  of  U.  S . 
firms  "acquired  or  established"  each  year  by  foreign 
owners.^  These  data  indicate  that  new  affiliates  have  been 
a  major  source  of  the  annual  growth  in  afiUiate  operations 
(Table  4A-3). 

These  findings  are  supported  by  more  disaggre- 
gated estimates  of  the  sources  of  change  in  affiliate 
employment  made  by  BEA  for  two  sample  years— 1985 
and  1989.^  BEA  estimates  that  employment  in  new 
investments  in  1985  (239  thousand  workers)  was  nearly 
twice  as  large  as  the  net  increase  in  total  affiliate  employ- 
ment  between  1984  and  1985  (an increase  of  148  thousand 


^  These  data  ate  only  rough  proxies  for  new  foreign-owned  firms'  opera- 
tions because,  in  the  case  of  acquired  firms,  they  covertheir  operations  in 
the  year  prior  to  acquisition  rather  than  operations  in  the  first  year  of 
acquisition.  (Most  new  firms  become  afBliates  through  acquisition,  not 
establishment) 

'  BEA  separately  estimated  the  change  in  employment  resulting  fix)m  new 
investments,  expansion  of  existing  operations,  sales  or  liquidations  of 
businesses,  cutbacks  in  existing  operations,  and  combinations  of  new 
investments  and  sales  or  liquidations  of  businesses. 
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Table  4A-3 

Assets,  Sales,  Net  Income,  and  Employment  of 

U.S.  Nonbank  Affiliates  Acquired  or  Established 

in  the  Years  1 987-90 


1 987 

Ajjets 

(Billion  $) 
1  18.5 

(Billion  $) 

47.4 
91.2 
78.9* 
65.3* 

Net 
income 

(Billion  $) 

0.8 
2.7 
0.2* 
0.4 

Employment 

(Thousands) 
389.6 

1 988 

126.8 

728.4 

1 989 

1  18.2 

722.0* 

1990 

99.8 

471.4 

nm:  Not  meaningful  because  there  was  a  net  loss,  or  a  decline  between 

years,  for  all  affiliates. 

*  Data  are  not  separately  published  for  nonbank  affiliates  acquired  or 

established  in  each  year.  Data  shown  are  totals  for  all  affiliates,  bank  and 

nonbank. 

Note:  For  acquisitions,  the  data  are  for  the  fiscal  year  preceding  the  year  of 

acquisition,  and  for  newly  established  businesses,  the  data  are  for  the  first 

full  year  of  operations. 

Source:  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis. 


workers).  Employment  in  new  investments  in  1989  (597 
thousand  workers)  nearly  equalled  the  net  increase  in  total 
affiliate  employment  between  1988  and  19 89  (an  increase 
of  667  thousand  workers). 

In  the  manufacturing  sector  (excluding  that  in  petro- 
leum and  coal  products  enterprises),  only  6.8  percent  of 
total  outlays  by  foreign  direct  investors  during  the  1987- 
9 1  period  were  for  establishing  new  businesses.  Classified 
by  industry  of  affiliate,  the  largest  outlays  were  in  chemi- 
cals manufacturing  affiliates  (of  which  only  8.9  percent  of 
the  outlays  were  for  establishing  new  enterprises),  print- 
ing and  publishing  affiliates  (1 1 .8  percent),  and  electric 
and  electronic  equipment  affiliates  (4.5  percent). 

The  largest  share  of  outlays  in  an  industry  for 
establishing  new  businesses  during  1987-91  was  in  trans- 
portation equipment  manufacturing  (18.2  percent).  Out- 
lays to  establish  new  manufacturing  facilities  in  this 
industry  peaked  at  $353  million  in  1988,  and  then  fell  to 
only  $27  million  in  1990  and  $44  million  in  1991. 


Table  4A-2 

Foreign  Government  Purchases  of  U.S.  Firms 

(For  purchases  valued  at  more  than  $  1 00  million) 

(in  million  dollars  or  percent) 


mi 


1988 


L?S9 


Lm 


L?9i 


Total  large  purchases 
of  all  U.S.  firms 
(million  $): 

Government  purchases  (million$): 

Total 

France  

U.K 

Other 

Government  share  of  total 
large  affiliate  purchases 
(by  value) 

Largest  government  purchases: 

Cou  ntry 

Millions 

Industry 


$48,400 


1,447 

8,232 

0 


20% 


$49,100 


2,206 

0 

2.379 


9% 


$65,300 


i5ii 

2.216 

0 

1.735 


6% 


$48,400 


MiJ 


5.198 
1.895 
1.068 


I7X 


$16,350 


2M 

136 
0 

100 


1% 


U.K. 

SArabia 

France 

France 

France 

$7,992 

$1,292 

$1,050 

$1,900 

$136 

petroleum 

petroleum 

industrial 

abrasives 

pharma- 

refining 

refining 

refining 
chemicals 

inorganic 

ceuticals 

Note:  Data  are  from  generally  available  public  sources,  transaction  participants,  and  elsewhere.  Values  refer  to  the  reported  cost  of  the  investments, 

regardless  of  the  sources  or  timing  of  the  funds. 

Source:  U.S.  Department  of  Commerce,  International  Trade  Administration,  Foreign  Direct  Investment  in  the  United  Stales:  (various  years)  Transactions. 
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Acquired  companies  accounted  for  most  of  the  total 
employment  and  sales  of  new  foreign-owned  businesses 
each  year— accoimting  for  93  percent  of  the  employment 
and  92  percent  of  the  sales  by  all  new  foreign-owned  U.S. 
businesses  in  1991. 


Table  4A-4 

U.S.  Affiliates'  Shares  of  Total  U.S.  Employment, 

Payroll  and  Sales,  In  Ten  Industries  In  Which 

They  Had  Highest  Shares  of  U.S.  Employment 

in  1987 


Impact  of  Foreign-Owned  Firms 

The  growth  of  U.S.  affiliates  has  had  a  net  positive 
effect  on  the  U.S.  economy,  contributing  to  capital  forma- 
tion, value  added,  and  technological  development.  They 
differfromU.S. -owned  firmsin  terms  of  profits,  taxes,  and 
trade  patterns.  The  distribution  of  foreign  ownership 
across  U.S.  industries  indicates  the  sectors  in  which  their 
contribution  has  been  most  important  (Table  4A-4).  For 
a  more  in-depth  discussion  of  the  results  of  the  BEA- 
Census  data  link  project  results,  see  Chapter  5  of  this 
report. 

The  largest  increases  from  1980  to  1990  in  the 
affiliates'  share  of  individual  U.S.  industries'  employ- 
ment occurred  in  the  following  manufacturing  industries: 
Chemicals;  stone,  clay  and  glass;  primary  metals;  and 
electric  and  electronic  equipment.  The  smallest  increases 
occurred  in  construction;  lumber,  wood,  furniture,  and 
fixtures;  and  finance,  except  banking  (Table  4A-5).'' 

Unlike  U.S.  affiliates  in  goods  producing  industries, 
the  share  of  employment  in  service  producmg  industries  is 
in  general  below  the  1990  average  for  all  private  industries 
of  5.0  percent.  The  affiliates'  shares  of  employment  were 
below  average  inretail  trade  (4.3  percent),  finance  except 
banking  (4.1  percent),  real  estate  (2.5  percent),  services 
(2.2  percent),  and  communication  and  public  utilities  (1.2 
percent).  Only  in  transportation  (6.2  percent),  wholesale 
trade  (5.5  percent),  and  insurance  (5 .4  percent),  were  their 
shares  higher  than  average. 

New  Plant  and  Equipment  Expenditures 

During  the  past  few  years,  new  plant  and  equipment 
expenditures  by  affiliates  of  foreign  companies  have 
increased  much  faster  than  such  expenditures  by  all  other 
U.S.  busmesses,  in  large  part  because  of  foreign  acquisi- 
tions of  existing  U.S.  firms.  For  example,  from  1987  to 
1990,  the  P&E  expenditures  of  nonbank,  nonagricultural 
businesses  rose  106  percent  for  U.S.  affiliates,  compared 
with  only  21  percent  for  U.S. -owned  businesses.  As  a 
consequence,  the  affiliates'  share  of  total  P&E  expendi- 
tures (excluding  banks  and  agriculture)  increased  from  7.6 
percent  in  1987  to  12.2  percent  in  1990. 

In  1990,  manufacturing  (including  petroleimi  and 
coal  products  manufactxiring)  accounted  for  47  percent  of 
the  total  U.  S.  affiliate  P&E  expenditures  (excluding  those 


^  These  percentages  are  based  on  affiliate  data  on  an  industry  of  sales  basis, 
which  is  reasonably  comparable  to  an  establishment  basis,  and  all  U.S. 
business  data  on  an  industry  of  establishment  basis. 


4.7 

n.a. 

7.7 

9.6 

62.6 

66.8 

63.7 

62.4 

57.4 

48.1 

47.2 

55.7 

48.7 

48.6 

43.6 

35.2 

46.1 

44.8 

47.4 

45.8 

49.0 

41.2 

42.8 

59.5 

Shipments 
|ntju?try  Employment    Payroll      or  sales 

All  Industries 3.7 

All  Manufacturing 6.9 

Hydraulic  cement 6 1 .2 

Noncellulosic  organic  fibers 60.4 

Electro-metallurgical  prod 57.5 

Lead  and  zinc  ores 54.7 

Potash,  soda,  &  borate 

minerals 49.6 

Industrial  gases 44.5 

Industrial  sand 43.8 

Distilled  &  blended  liquors 43.0 

Agricultural  chemicals,  nee 42.0 

Household  audio  & 

video  equip 39.7 

n.a.=not  applicable  or  not  available. 

Source:  Table  1.1, U.S.  Department  of  Commerce,  Economics  and  Statis- 
tics Administration,  Foreign  Direct  Investment  in  the  United  States,  Estab- 
lishment Data  for  1987  (June  1992). 

Note:  The  industries  shown  here  are  those  with  the  highest  affiliate  shares 
that  can  be  calculated  from  unsuppressed  data. 


in  banking  and  agriculture).  However,  the  1987-90  in- 
crease in  total  manufacturing  affiliate  P&E  expenditures 
(84  percent)  was  below  the  average  for  all  other  U.S. 
affiliates  (131  percent). 

By  industry  of  affiliate,  the  largest  percentage  in- 
creases in  new  P&E  expenditures  from  1987  to  1990 
occurred  in  transportation  (536  percent),  motor  vehicle 
equipment  wholesale  trade  (303  percent),  insurance  (271 
percent),  and  services  (185  percent).  However,  the  very 
large  increase  for  affiliates  in  the  motor  vehicle  equipment 
wholesale  trade  industry  probably  largely  reflects  mclu- 
sion  of  the  P&E  expenditures  by  manufacturing  plants 
owned  by  wholesaling  enterprises. 

Between  1987  and  1990,  Japanese-owned  affihates 
had  a  far  higher  rate  of  increase  in  new  P&E  expenditures 
(up  157  percent)  than  any  other  major  foreign-ownership 
group,  partly  reflecting  advantages  in  capital  costs.  Their 
higher  rate  of  P&E  expenditures  per  dollar  of  gross 
product  also  suggests  that  they  had  begun  to  increase  the 
U.S.  content  of  their  sales  (Figure  4A-3). 

Research  and  Development  Expenditures 

The  substantial  growth  of  research  and  development 
expenditures  by  U.S.  affiliates  in  recent  years,  especially 
by  Japanese-owned  firms,  suggests  arising  contribution  to 
U.S.  technology  development.  In  the  case  of  the  U.S. 
manufacturing  sector  (excluding  petroleum  and  coal  prod- 
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Table  4A-5 

Employment  by  U.S.  Affiliates  of  Foreign  Companies:  Totals  and  Shares  of  U.S.  Business  Employment, 

Individual  Industries,  1980,  1987,  &  1990 


Industry 

All  Industries 

Manufacturing 

Petroleum  &  coal  products , 

Chemicals 

Stone,  cla/,  &  glass , 

Electric  &  electronic  equipment 

Primary  metals 

Rubber  &  plastics  products 

Food 

Instru  ments 

Motor  vehicles  &  equipment 

Nonelectric  machinery 

Other  manufacturing 

Fabricated  metals 

Paper  &  allied  products 

Print  &  publishing 

Textile  mill  products 

Other  transport  equipment 

Apparel  &  other  textile  products 

Lumber,  Wood,  Furniture,  &  fixtures  . 

Mining 

Transportation 

Wholesale  trade 

Insurance 

Retail  trade 

Finance,  except  banking 

Real  estate 

Services  ** 

Business  services 

Agriculture,  forestry,  &  fishing 

Construction 

Communication  &  public  utilities 

Unspecified 


Affiliate  Employment 

Share  of  U.S.  Employment  in 

Pertsnt 

(In  thousands) 

(In  percent) 

1990 

1987 

I9?0 

|9?0 

1987 

1990 

1.034 

3,224 

4.705 

2.7 

3.7 

5.0 

.110 

1.472 

2,097 

5.4 

7.7 

10.9 

65 

71 

91 

* 

* 

* 

170 

269 

331 

IS.2 

26.2 

30.3 

37 

82 

108 

5.6 

14.5 

19.3 

161 

202 

274 

7.6 

12.0 

16.2 

64 

90 

112 

5.6 

12.2 

14.8 

38 

57 

121 

5.3 

6.6 

13.5 

103 

137 

203 

6.0 

8.4 

12.1 

52 

76 

109 

7.4 

7.4 

10.9 

59 

56 

87 

7.4 

6.6 

10.6 

115 

122 

217 

4.6 

5.9 

10.3 

4! 

47 

51 

5.5 

7.9 

8.6 

52 

58 

103 

3.2 

4.1 

7.2 

35 

46 

50 

S.I 

6.9 

7.1 

42 

83 

109 

3.3 

5.4 

6.8 

21 

27 

37 

2.5 

3.7 

5.3 

22 

12 

42 

2.0 

1.0 

3.5 

II 

12 

27 

0.8 

I.I 

2.6 

20 

25 

27 

1.7 

1.9 

2.1 

61 

68 

95 

5.9 

9.4 

13.4 

40 

87 

223 

1.3 

2.7 

6.2 

147 

282 

348 

2.7 

4.7 

5.5 

61 

81 

121 

3.5 

3.9 

5.4 

372 

633 

867 

2.4 

3.3 

4.3 

28 

83 

64 

3.0 

5.3 

4.1 

17 

31 

37 

1.5 

2.2 

2.5 

109 

329 

645 

0.6 

1.3 

2.2 

25 

159 

268 

0.8 

3.0 

S.O 

14 

18 

33 

0.8 

1.0 

1.8 

43 

57 

70 

1.0 

I.I 

1.3 

2 

14 

27 

0.1 

0.6 

1.2 

30 

70 

79 

*  Affiliate  and  all-U.S.  business  data  are  not  comparable.  The  1990  share,  when  appropriate  adjustments  are  made,  is  about  39  percent 

**  Excludes  private  households. 

Note:  The  affiliate  data  are  classified  by  industry  of  sales.  The  all-U.S.-business  data  used  to  calculate  the  ratios  are  on  an  industry-of-establishment  basis. 

In  this  table,  petroleum  is  not  shown  as  a  separate  major  industry.  Instead,  in  order  to  be  consistent  with  the  all-U.S.  business  data,  affiliate  employment 

in  the  various  petroleum  categories  is  distributed  among  the  other  major  industries.  Thus,  manufacturing  includes  petroleum  and  coal  products,  wholesale 

trade  includes  petroleum  wholesale  trade,  retail  trade  includes  gasoline  service  stations,  and  so  on. 

Because  of  changes  in  SIC  codes,  the  industry  coverage  for  1980  differs  somewhat  from  than  for  1987  and  1990.  The  largest  changes  in  the  all-U.S.  data 
involve  instruments  and  electrical  equipment. 

Based  on  establishment  data  for  affiliates  and  all  U.S.  business  for  1987,  it  appears  that  the  affiliate  share  of  employment  may  actually  be 
lower  than  these  data  indicate  for  chemicals  manufacturing  and  higher  than  these  data  indicate  for  mining. 
Source:  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
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ucts),  the  affiliates'  share  of  total  U.S.  manufacturing 
R&D  expenditures  was  almost  15  percent  in  1990  com- 
pared withS. 7  percent  in  19  80. 'The  manufacturing  indus- 
try affiliates'  R&D  expenditures  were  equal  to  8.2  percent 
of  their  value  added  in  1 990 ,  compared  with  5.2  percent  in 
1980  (based  on  data  on  an  industry  of  affiliate  basis). 

The  affiliates  appearto  spend  about  the  same  amoimt 
on  R&D  per  dollar  of  sales  as  U.S.-owned  firms  in 
manufacturing  industries.  R&D  spending  to  sales  ratios  in 
1990  were  2.5  percent  for  affiliates  and  2.8  percent  for 
U.S.-owned  firms;  and  their  R&D  spending  to  value  added 
ratios  in  1989  were  6.7  percent  and  6.5  percent,  respec- 
tively. 

Compared  to  most  other  affiliate  owners,  Japanese 
owners  on  average  have  been  spending  less  on  research 
and  development,  but  more  on  P&E,  per  dollar  of  value 
added.  This  difference  mainly  reflects  the  composition  of 
the  industries  in  which  Japanese  firms  have  invested. 
Specifically,  the  Japanese  affiliates  are  highly  represented 
in  U.S.  wholesale  trade,  which  is  not  R&D  intensive. 

During  the  past  few  years,  Japanese-owned  affili- 
ates have  increased  their  ratio  of  R&D  expenditures  to 
value  added  (Figure  4A-4).  This  increase  partly  reflects 
the  changing  industrial  composition  of  these  affiliates. 
For  example,  fi^om  1987  to  1990,  affiliates  in  machinery 
manufacturing,  a  sector  which  spends  relatively  large 
sums  on  R&D  per  dollar  of  value  added,  accounted  for  a 
rising  share  of  the  value  added  by  Japanese-owned  affili- 
ates, while  the  share  decreased  for  affiliates  in  wholesale 
trade,  a  sector  which  spends  very  little  on  R&D  per  dollar 
of  gross  product. 

^  Manufacturing  is  the  sector  in  which  FDI  is  most  concentrated  and  in 
which  most  R&D  efforts  by  U.S.  affiliates  is  expended. 


The  steep  1980s  upturn  in  the  ratio  of  total  affiliate 
research  and  development  to  value  added  partly  reflects  a 
Canadian  acquisition  of  more  than  1 0  percent  interest  in  a 
major  U.S.  chemicals  firm.  According  to  public  informa- 
tion, in  the  early  1980s,  a  Canadian  company  acquired 
more  than  10  percent  but  less  than  majority  ownership  of 
the  duPont  company,  ahighly  research-oriented  organiza- 
tion. This  purchase  resulted  in  a  very  large  rise  in  the  ratio 
of  R&D  to  value  added  for  the  Canadian-owned  affiliates. 
(This  development  is  indicative  of  the  importance  in  some 
statistics  of  individual  affiliates  that  may  not  be  majority 
U.S.-owned,  but  are  included  in  the  universe  of  affiliates 
because  they  meet  the  10-percent  ownership  rule.) 

For  amore  in-depth  discussion  of  technology  issues 
as  they  relate  to  foreign-owned  U.S.  firms,  see  Chapter  6 
of  this  report. 

Employee  Compensation 

The  affiliates  on  average  pay  higher  wage  rates  than 
U.S.-owned  businesses.  For  example,  according  to  data 
for  the  fourth  quarter  of  1990  from  the  BEA/BLS  link 
project,  workers  in  foreign-owned  U.S.  establishments  on 
average  earned  about  $2,500  per  month,  about  22  percent 
more  than  the  average  for  workers  in  all  U.S.  private 
industry  establishments.* 

The  BEA-Census  Bureau  link  data  also  show  that 
payroll  per  employee  of  foreign-owned  establishments  is 


'  As  the  term  is  used  here,  wages  include  salaries,  bonuses,  the  cash  values 
of  lodging  and  meals  when  supplied,  tips  and  othergratuities,  and,  in  some 
states,  employer  contributionsto401(k)plans.  Average  monthly  wages  are 
affected  by  the  ratio  of  full-time  to  part-time  workers  as  well  as  by  the 
numbers  of  individuals  in  high-paying  and  low-paying  occupations. 


Figure  4A-3 

Ratio  of  U.S.  Nonbank  Affiliates'  Plant  & 

Equipment  Expenditures  to  Their  Value  Added, 

by  Country  of  Ownership 


Figure  4A-4 

Ratio  of  U.S.  Nonbank  Affiliates'  R&D 

Expenditures  to  Their  Value  Added, 

by  Country  of  Ownership 


Percent 


Europe 


Japan 


Canada 


All  other 


Europe 


Japan 


Canada 


All  other 
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higher  on  average  than  that  of  U.S  .-owned  establishments. 
The  statistical  analysis  of  these  data  in  Chapter  5  shows 
that  most  of  the  difference  in  payroll  per  employee  can  be 
attributed  to  concentration  of  foreign-owned  establish- 
ments in  high- wage  industries;  only  about  one-third  of  the 
difference  is  attributable  to  higher  payroll  per  employee  in 
foreign-owned  establishments  than  U.S.-owned  establish- 
ments within  the  same  industry. 

Wide  differences  prevail  among  U.S.  industries  in 
the  ratio  of  affiliate  worker  wage  rates  to  all  other  worker 
wage  rates.  Among  the  broad  industrial  groupings,  the 
wage  rates  paid  to  affiliate  employees  were  highest  rela- 
tive to  those  of  all  other  employees  in  finance,  insurance, 
and  real  estate;  construction;  and  agriculture,  forestry,  and 
fishing  (based  on  BLS  data  for  the  fourth  quarter  of  1 990). 
On  the  other  hand  the  wage  rates  paid  to  affiliate  employ- 
ees in  the  services  sector  were  about  the  same  as  those  paid 
to  all  other  employees. 

Within  manufacturing,  affiliate  payroll  cost  per 
employee  tended  to  be  highest  compared  with  that  inU.S.- 
owned  establishments  in  relatively  low  wage  rate  paying 
industries  (based  on  unsuppressed  data).  For  example, 
among  the  30  manufacturing  industries  with  the  highest 
ratio  of  affiliate  to  domestically-owned  establishment 
payroll  cost  per  employee,  27  had  payroll  cost  per  em- 
ployee below  the  average  for  all  manufacturing.  This 
finding  suggests  that  in  low-wage  industries,  such  as 
textiles  and  apparel,  affiliates  may  be  specializing  in  more 
skilled  production  operations  than  are  performed  in  U.S.- 
owned  establishments. 

On  the  other  hand,  industries  in  which  affiliate 
payroll  per  employee  was  lower  than  that  for  domesti- 
cally-owned establishments  include  such  high-paying  in- 
dustries as  motor  vehicles  and  car  bodies  (SIC  37 1 1)  and 
motor  vehicle  parts  and  accessories  (SIC  3714).  In  these 
two  industries,  the  affiliate  payroll  cost  per  employee  was 
85.1  percent  and  79.1  percent,  respectively,  of  that  for 
U.S.-owned  establishments. 

Employee  benefit  plans  in  recent  years  have  ac- 
coimted  for  a  somewhat  larger  share  of  the  total  compen- 
sation of  affiliate  employees  than  of  all  private  business 
employees  in  general.  For  example,  in  1990,  payments  for 
benefits  equaled  18.5  percent  of  the  compensation  of 
nonbank  affiliate  employees  compared  with  15.4  percent 
of  that  of  nonbank  private  employees  in  general.  These 
payments  include  the  costs  of  benefits  required  by  statute, 
such  as  employers'  Social  Security  taxes,  benefits  result- 
ing from  collective  bargaining  contracts,  and  benefits  that 
are  volimtary. 

Benefits  comprise  a  larger  share  of  affiliates'  than 
U.S.-owned  firms'  employee  compensation,  partly  be- 
cause manufacturing  accounts  for  a  larger  part  of  affiliate 
employment  than  of  total  U.S.  private  employment,  and 
benefit  packages  are  larger  in  the  manufacturing  sector 
than  in  other  sectors.  In  the  manufacturing  sector,  benefits 
accounted  for  only  a  moderately  larger  share  of  employee 
compensation  in  1990  for  affiliate  employees  (20.0  per- 


cent) than  for  all  U.S.  employees  in  the  sector  (18.8 
percent).^ 

Value-Added  Per  Employee 

Affiliate  productivity  on  a  conventional  output  per 
worker-hour  basis  cannot  be  estimated  because  data  are 
not  available  on  affiliates  real  output  and  hours  worked. 
Nevertheless,  some  insights  on  productivity  can  be  gained 
from  examining  value  added  per  employee  in  nominal 
dollar  terms.  This  proxy  for  the  productivity  of  labor  has 
been  consistently  higher  for  the  affiliates  than  for  U.S. 
private  nonbank  business  in  total,  although  in  recent  years 
this  apparent  affiliate  lead  has  shrunk  (Figure  4A-5).  By 
1989,  the  foreign-owned  firms'  lead  in  value-added  per 
employee  had  shrunk  to  less  than  one-half  that  in  1982. 

In  the  manufacturing  sector,  value-added  per  em- 
ployee was  substantially  higher  in  1989  for  foreign-owned 
firms— 16  percent  higher— than  for  all  U.S.-owned  manu- 
facturing firms.  However,  this  differential  mainly  reflects 
a  much  larger  share  of  the  affiliates'  value  added  that  was 
accounted  for  by  petroleum  and  coal  manufactured  prod- 
ucts industry.  Excluding  this  industry,  the  value  added 
ratio  for  foreign-owned  firms  in  1989  was  only  6.0  percent 
higher  (Table  4A-6). 

This  apparent  shrinking  in  the  foreign-owned  firms' 
lead  in  value-added  per  employee,  in  nominal  dollar 
terms,  can  be  partly  attributed  to  a  number  of  important 
factors  having  little  to  do  with  increased  productivity, 
such  as  shifts  in  the  relative  importance  of  industries. 

'  Note  that  these  data  are  not  completely  comparable  because  the  affiliate 
data  are  on  an  industry  of  company  orenterprise  basis  while  the  data  for  the 
industry  as  a  whole  are  on  an  industry  of  establishment  basis. 


Figure  4A-5 

Average  Value  Added  Per  Employee  in  All 

Private  Nonbank  Industries  (In  current  dollars) 
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Affiliate  Merchandise  Trade 

U.S.  affiliates'  merchandise  trade  differs  signifi- 
cantly from  that  of  U.S. -owned  firms.  A  brief  overview  of 
their  contribution  is  considered  in  this  section,  and  a  more 
detailed  review  of  these  trade  developments  is  given  in 
Chapter  7  of  this  report. 

Affiliates  of  foreign  companies,  many  of  which  are 
solely  trading  enterprises,  play  a  proportionately  larger 
role  in  U.S.  international  trade  than  in  overall  U.S.  busi- 
ness activity.  In  the  past  few  years,  merchandise  imports 
by  the  U.S.  affiliates  have  accounted  for  about  36  percent 
of  the  total  value  of  U.S.  merchandise  imports,  while 
exports  by  the  affiliates  have  accounted  for  about  23 
percent  of  the  total  value  of  U.S.  merchandise  exports. 
Theaffiliates'  share  ofimportsrose  to  36.5  percent  in  1990 
compared  with  30.9  percent  in  1980.  In  contrast,  despite 
the  growing  importance  of  affiliates  in  the  U.S.  economy 
as  a  whole,  their  share  of  exports  remained  about  the  same 
in  1990  as  in  1980  (Table  4A-1). 

The  large  1980-87  rise  in  U.S.  affiliates'  imports 
accoimted  for  a  very  large  rise  in  their  share  of  the  U.S. 
merchandise  trade  deficit  (Figxu-e  4A-6).  While  the  over- 
all U.S.  merchandise  trade  deficit  dropped  by  33  percent 
from  its  1987  peak  to  that  in  1990,  the  affiliates'  deficit 
only  decreased  by  6. 2  percent.  As  a  result,  the  share  of  the 
overall  U.S.  frade  deficit  accounted  for  by  U.S  affiliates 
rose  from  63  percent  in  1987  to  88  percent  in  1990. 


Table  •4A-6 

Estimated  Average  Value  Added  per  Employee 
In  all  Nonbank  U.S.  industries  and  In 

Manufacturing 
(Values  in  current  thousand  dollars) 


Industry  group                     1982  1987         1988         1989         1990 

All  nonbank  private: 

All  U.S.  firms 34.8  43.6         45.8         47.2         na 

Foreign-owned  firms         41.9  49.0         49.9         SO. I          SI.3 

Percentage  lead 20.0%  12.4%         9.0%         6.1%       na 

All  manufacturing: 

All  U.S.  firms 33.5  45.8          48.2          49.4          na 

Foreign-owned  firms          na  55.9          56.4          57.5          60.2 

Percentage  lead na  22. 1  %       1 7.0%       1 6,4%       na 

Manufacturing,  excluding 

petroleum  &  coal  products: 

All  U.S.  firms 32.6  44.6         46.8         48.1          na 

Foreign-owned  firms         38.0  48.9         49.7         51.0         53.8 

Percentage  lead 16.6%  9.6%         6.1%         6.0%       na 

na  =  not  available. 

Source:  Based  on  data  collected  by  the  Bureau  of  Economic  Analysis,  U.S. 

Department  of  Commerce. 


The  lack  of  a  significant  reduction  in  the  U.S. 
affiliates'  merchandise  frade  deficit  since  1987  is  largely 
attributable  to  the  continued  sfrong  growth  in  their  imports 
and  relatively  weak  growth  in  their  exports.  Although 
their  U.S.  exports  have  risen  since  1987,  the  share  of  those 
exports  in  the  U.S.  affiliates'  total  sales  in  the  last  half  of 
the  1980s  remained  well  below  their  share  in  the  first  half 
of  the  decade  (Figure  4A-7).  The  recent  low  share  of  U.S. 
affiliates'  total  sales  accounted  for  by  exports  partly 
reflects  the  less  rapid  overall  U.S.  export  growth  of  basic 
goods  (food,  beverages,  and  tobacco;  inedible  crude  ma- 
terials; petroleum  and  products;  and  coal  and  coke) ,  which 
are  a  much  larger  share  of  the  affiliates'  exports  (43 
percent  in  1987)  than  exports  by  all  U.S.  firms  (21 


Figure  4A-6 
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Figure  4A-7 

Ratio  of  Merchandise  Imports  &  Exports  to  U.S. 
Nonbank  Affiliate  Sales 
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percent).  Moreover,  the  share  of  U.S.  affiliates'  merchan- 
dise imports  supplied  by  their  foreign  parent  groups  rose 
from  62.0  percent  in  1980  to  75.6  percent  in  1990.  This 
dependence  of  affiliates  on  parent  groups  for  their  imports 
was  an  even  higher  90  percent  share  for  the  affiliates 
whose  parent  companies  were  manufacturers.  Similarly, 
the  import  dependence  of  Japanese-owned  affiliates  on 
parent  groups  was  very  high  (83  percent  in  1990). 

Foreign  parents  of  U.S.  affiliates  are  of  somewhat 
less  importance  as  outlets  for  the  merchandise  exports  of 
affiliates  than  as  a  source  of  imports,  and  there  was  little 
growth  in  the  1980s  in  the  share  of  affiliate  exports  that 
consisted  ofshipments  to  parents.  In  1990,  parent  groups 
absorbed  41.5  percent  of  the  exports  by  affiliates,  not 
much  more  than  the  40.2  percent  they  absorbed  in  1980. 

U.S.-Produced  Content  of  Affiliate  Sales 

The  U.S. -content  share  (the  value  added  in  the 
United  States  by  the  affiliates,  plus  their  purchases  from 
other  U.S.  suppliers,  adjusted  for  inventory  change)  aver- 
aged 85  percent  in  1990,  with  that  of  manufacturing 
affiliates  at  88  percent  and  that  of  other  nonbank  affiliates 
at  83  percent  (Figure  4A-8).  Over  the  past  decade  these 
levels  have  changed  little.  The  average  for  manufacturing 
edged  down  slightly.  The  average  for  other  nonbank 
affiliates  dropped  to  77  percent  in  1987,  but  rose  to  its  new 
high  in  1990. 

Profitability  of  Operations 

U.S.  affiliates  of  foreign  firms  incurred  an  aggregate 
after-tax  net  operating  loss  in  1990  of  $4.9  billion.  This 
loss  was  the  first  reported  in  the  14-year  period  for  which 
comparable  data  are  available,  and  was  a  sharp  fall  from 


Figure  4A-8 

Ratio  of  U.S.  Content  to  Sales,  Plus  Inventory 
Change,  of  U.S.  Nonbank  Affiliates 
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their  peak  aggregate  profits  of  $12.0  billion  in  1988.  The 
1988-90  downturn  in  profits  partly  reflects  the  slowdown 
in  overall  U.S.  economic  growth  and  the  accompanying 
decline  in  the  affiliates'  sales  growth,  which  slowed  from 
19  percent  in  1988  and  1989  to  10.6  percent  in  1990. 

A  special  tabulation  by  BEA  of  unpublished  data  on 
firms  that  became  foreign-owned  affiliates  for  the  first 
time  in  a  given  year  indicates  that  in  1990  these  firms 
accounted  for  a  disproportionately  large  60  percent  share 
of  the  aggregate  net  loss  for  all  U.S.  nonbank  affiliates. 
Moreover,  this  tabulation  suggests  that  the  new  affiliates 
in  each  year  also  incurred  aggregate  net  losses  in  1 987  and 
1989.  Even  in  1988,  the  net  income  of  all  new  U.S. 
nonbank  affiliates  was  disproportionately  small  —  equal- 
ling only  2  percent  of  the  total  net  income  for  all  U.S. 
affiliates,  whereas  they  accounted  for  4.2  percent  of  all 
affiliates'  sales. 

In  recent  years,  the  financial  performance  of  all 
affiliates  deteriorated  in  a  wide  range  of  industries.  After- 
tax net  losses  of  over  $2  billion  occurred  in  1990  in  each 
of  the  following  broad  categories  of  affiliates:  machinery 
manufacturing,  transportation,  real  estate,  and  services. 
The  largest  downturns  in  net  profits  from  1988  to  1990 
occurred  in  manufacturing  affiliates  (from  $7.5  billion  to 
$.4  billion),  transportation  affiliates  (from  -$.02  billion  to 
-$2.93  billion),  and  wholesale  trade  affiliates  (from  SI. 5 
billion  to  -$1.2  billion). 

By  country  of  ownership,  the  largest  losses  in  1990 
were  mcurred  by  French,  Swedish,  and  Japanese-owned 
firms.  Each  of  these  categories  of  affiliates  had  losses  of 
$2.2  billion  or  more,  whereas  in  1988  they  each  had 
positive  net  profits. 

In  the  case  of  Japanese-owned  firms,  there  was  a 
tendency  in  the  1980s  for  the  return  on  the  investment  to 
fall  even  though  the  investment  rate  grew.  From  the  first 
half  of  the  1980s  to  the  second  half  of  that  decade,  the  rate 
of  growth  of  employment  by  affiliates  with  Japanese 
owners  more  than  doubled  (from  11.1  percent  from  1980 
to  1985  to  23.7  percent  from  1985  to  1990).  In  contrast, 
the  net  profits  (in  current  dollars)  of  these  affiliates 
reached  a  peak  in  1984  and  on  average  were  much  lower 
in  the  second  half  of  the  decade  than  in  tlie  first. 

The  average  return  that  foreigners  received  on  their 
direct  investment  position  in  the  United  States  fell  sharply 
after  1988  and,  based  on  the  market  value  of  that  position, 
they  had  rates  of  loss  equal  to  0.3  percent  in  1990  and  0.2 
percent  in  1991.  The  peak  profit  rates  over  the  past  10 
years  were  5.7  percent  in  1984  and  3.9  percent  in  1988. 

From  1983  to  1991,  the  rate  of  return  on  the  market 
value  of  FDIUS  averaged  only  2.6  percent  compared  with 
8.4  percent  for  the  S&P  500  companies  and  8.7  percent  for 
U.S.  direct  investment  abroad.  The  reasons  for  the  rela- 
tively low  returns  earned  by  the  U.S.  affiliates  of  foreign 
companies  are  not  well  understood.  Among  possible 
reasons  for  the  low  rates  of  return  is  the  large  number  of 
new  firms  acquired  or  established  each  year  by  foreign 
owners.  On  average,  U.S.  companies  acquired  by  foreign- 
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ers  have  tended  to  have  relatively  low  ratios  of  net 
earnings  to  assets  in  the  year  prior  to  their  acquisition.* 
Other  reasons  for  the  relatively  low  returns  on 
foreign  direct  investment  in  the  United  States  may  include 
the  tax  incentive  for  shifting  income  from  the  United 
States  to  foreign  coimtries.  Also,  fears  of  rising  U.S. 
protectionism  may  have  encouraged  foreign  firms  to 
undertake  somewhat  marginal  direct  investment  in  this 
country  in  an  effort  to  preserve  access  to  their  U.S. 
markets.  Low  returns  on  investment  in  the  short  term  may 
be  part  of  the  cost  of  the  substantial  buildup  in  foreign 
company  participation  in  U.S.  markets  in  the  1980s. 

Income  Taxation 

Income  taxes  "provided  for"  by  affiliates  (including 
federal,  state,  and  local  taxes)  reached  a  peak  in  1988  of 
$10.6  billion,  equalling  46.9  percent  of  their  be  fore-tax 
income  (Figure  4A-9).'  Their  taxes  declined  slightly  in 
1989  and  1990,  at  least  partly  reflecting  the  drop  in 
affiliate  operating  income.  In  1990,  their  total  income 
taxes  exceeded  pre-tax  income  in  1990  because  their 
before-tax  income  covers  both  companies  that  had  profits 
and  paid  taxes  and  those  that  had  losses  and  owed  no 
income  taxes. 


'  For  a  discussion  of  the  factors  affecting  U.S.  afdliates  rates  of  return  see: 
J.  Steven  Landefeld,  Lawson,  and  Weinberg,  "Rates  of  Return  on  Direct 
Investment,"  in  U.S.  Department  of  Commerce,  Bureau  of  Economic 
Analysis,  Survey  of  Current  Business,  August  1992,  pages  79-86. 
'  Strictly  speaking,  these  tax  data  are  reported  to  BEA  in  terms  of  "taxes 
provided  for"  in  the  income  statements  of  the  affiliates,  as  the  amount  of 
taxes  eventually  paid  for  a  given  tax  year  may  not  be  determined  and  may 
be  paid  considerably  later  than  at  the  end  of  that  tax  year.  For  simplicity  in 
this  chapter,  these  amounts  are  referred  to  here  merely  as  "taxes". 


In  the  case  of  manufacturing  affiliates  (excluding 
petroleum  and  coal  products  manufacturing)  Mdth  positive 
after-tax  income,  income  taxes  in  the  years  1980-90 
averaged  30.6  percent  of  pre-tax  mcome.  For  these 
affiliates,  income  taxes  as  a  share  of  pre-tax  income 
ranged  from  a  low  of  26.1  percent  in  19 82  to  a  high  of  3 5. 5 
percent  in  1980.  Overthe  1 1-yearperiod  as  a  whole,  there 
was  neither  an  upward  nor  a  downward  frend  in  income 
taxes  as  a  share  of  income.  Moreover,  it  appears  that  the 
1986  federal  tax  law,  which  increases  the  proportion  of 
income  subject  to  Federal  taxes,  did  not  result  in  a  rise  in 
average  share  of  affiliate  income  going  to  income  taxes. 

In  the  1980s,  manufacturing  affiliates  accounted  for 
rising  shares  of  the  total  economic  activity  and  income 
taxes  of  affiliates.  In  contrast,  with  the  declinmg  prices 
and  profits  of  petrolexmi  companies,  the  petroleum  affili- 
ates' income  taxes  generally  fell  over  the  course  of  the 
decade.  In  the  case  of  the  wholesale  frade  affiliates, 
income  taxes  peaked  in  1985,  when  the  foreign  exchange 
value  of  the  dollar  made  importing  highly  profitable,  but 
declined  in  the  next  couple  of  years  as  the  dollar  weakened 
relative  to  other  currencies.  The  weakening  of  the  dollar 
also  accounts  for  some  of  the  decline  in  the  profits  and 
taxes  of  the  affiliates  with  Japanese  owners,  since  these 
affiliates  are  major  importers. 

It  should  be  kept  in  mind  that  the  U.S.  affiliates  pay 
substantially  more  taxes  than  just  corporate  income  taxes 
(Figure  4 A- 10).  For  example,  in  1990  the  taxes  other  than 
income  and  payroll  taxes  paid  by  affiliates  amoimted  to 
$25.3  billion,  compared  with  $10.3  billion  in  income 
taxes.  These  taxes  include  various  sales  taxes,  import 
duties,  and  others. 

For  a  more  in-depth  discussion  of  tax  issues  as  they 
relate  to  U.S.  affiliates,  especially  the  issue  of  transfer 
pricing,  see  Chapter  8  of  this  report. 


Figure  4A-9 

U.S.  Income  Taxes  (Federal,  State  &  Local)  and 
Before-Tax  Income  of  U.S.  Nonbank  Affiliates 


Figure  4A- 10 

U.S.  Income  Taxes  and  Other  Taxes,  Excluding 

Payroll  Taxes,  Paid  by  U.S.  Nonbank  Affiliates 
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State  Locations  of  U.S.  Affiliates 

The  states  with  the  greatest  reliance  on  affiliates  for 
employment  are:  Delaware  (where  14.0  percent  of  1990 
nonbank  business  employment  was  accoimted  for  by 
affiliates),  Hawaii  (11.2  percent),  South  Carolina  (8.0 
percent),  Alaska  (7.7  percent),  and  New  Jersey  (7.2  per- 
cent). Of  these  states,  only  Alaska  was  not  among  the  top 
5  in  terms  of  affiliate  share  of  employment  in  1987.  The 
largest  increases  fi"om  1987  to  1990  in  the  affiliate  share 
of  employment  occurred  in  Hawaii  (increase  of  3 .9  per- 
centage points) ,  Wyoming  (3 . 2  points) ,  Alaska  (2 . 5  points) , 
Minnesota  (2.4  points),  and  Indiana  (2.3  points). 


At  the  other  extreme,  the  states  with  the  smallest 
share  of  nonbank  business  employment  in  1 990  accounted 
for  by  affiliates  were  North  Dakota  (1 .4  percent).  South 
Dakota(1.9percent),andMontana(2.1  percent).  Agricul- 
ture, one  of  the  industries  with  the  lowest  shares  of  affiliate 
participation,  is  the  dominant  industry  in  these  states. 

In  a  number  of  the  states'  manufacturing  sectors, 
affiliates  of  foreign  companies  have  become  major  em- 
ployers. For  example,  in  1990,  affiliates  accounted  for 
22.7  percent  of  the  manufacturing  employment  in  Alaska 
and  20.3  percent  of  it  in  West  Virginia.  Other  states  in 
which  affiliates  accounted  for  more  than  15  percent  of 
manufacturing  employment  in  1990  are  South  Carolina, 
Delaware,  and  New  Jersey. 
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Foreign  Banking  in  the  United  States 

by  David  C.  Lund* 


This  chapter  focuses  on  changes  in  the  operations  of 
foreign  banks  in  the  United  States  since  the  early  1980s, 
presenting  new  information  that  changes  our  understand- 
ing of  the  estimated  size  and  characteristics  of  foreign 
banking  in  the  United  States.  It  also  addresses  regulatory 
issues  that  may  affect  the  competitiveness  of  U.S.  versus 
foreign  banks'  operating  in  the  United  States. 

The  U.  S .  data  on  foreign  direct  investment  produced 
by  the  Bureau  of  Economic  Analysis  (BEA)  treat  banking 
and  nonbanking  sectors  differently.  The  banking  data, 
unlike  those  for  nonbanks,  do  not  include  all  transactions 
with  the  foreignparent.  BEA  data  include  only  permanent 
invested  capital;  they  exclude  data,  which  are  reported  to 
the  U.S.  Department  of  the  Treasury,  on  transactions 
between  foreign  parents  and  their  U.S.  bank  offices  arising 
from  their  normal  banking  business. 

This  chapter  uses  a  broader  definition  of  foreign 
involvement  in  the  U.S.  banking  industry  in  order  to 
include  more  of  the  transactions  of  U.S.  subsidiaries  of 
foreign  banks  and  of  other  major  organizational  forms 
used  by  foreign  bankers  operating  in  the  United  States. 
The  broader  scope  is  consistent  with  both  banking  industry 
practice  and  with  Section  3(c)(1)  of. the  Foreign  Direct 
Investment  and  International  Financial  Data  Improve- 
ments Act  of  1990,  which  specifies  that  analyses  in  this 
report  to  Congress  "...shall  compare  business  enterprises 
controlled  by  foreign  persons  with  other  business  enter- 
prises in  the  United  States...."^  While  U.S.  branches  and 
agencies  of  foreign  banks  operate  on  the  basis  of  their 
foreign  parent  bank's  capital,  as  do  branches  of  U.S.  banks 
operating  in  foreign  countries,  the  transactions  of  these 
enterprises  operating  in  the  United  States  are  relevant  to, 
and  clearly  v^thin  the  analytical  scope  of,  this  report. 

This  chapter  presents  new  estimates  of  offshore 
lending  by  foreign  banks  to  U.  S.  businesses  and  other  data 
on  recent  shifts  of  assets  to  U.S.  offices  of  foreign  banks 
that  change  what  is  known  about  U.S.  business  lending 
(also  called  commercial  and  industrial  (C&I)  lending)  by 
foreign  banks.  The  primary  dataused  in  this  chapter  on  the 
operations  of  foreign  and  U.S.  bank  offices  in  the  United 

*SeniorEconomist,  Office  of  Macroeconomic  Analysis,  Office  of  the  Chief 
Economist,  Economics  and  Statistics  Administration,  U.S.  Department  of 
Commerce. 


States  are  compiled  fi'om  the  Federal  Financial  Institu- 
tions Examination  Council  (FFIEC)  Qiiarterly  Call  Re- 
ports, and  will  be  referenced  as  FFIEC  data  in  the  text.^ 

In  summary,  asset  growth  by  foreign  banks  slowed 
in  1990-199 1  after  registering  double-digit  annual  growth 
rates  since  the  early  1970s.  Business  lending  by  both 
foreign  and  U.S.  banks  operating  in  the  United  States 
declined  in  1991,  reflecting  a  weak  U.S.  economy,  loan 
quality  problems,  and  increased  capital  requirements. 
Pursuit  of  business  opportunities  outside  the  United  States 
also  contributed  to  slowing  down  the  growth  of  U.S. 
business  lending  by  foreign  bank  offices  (including  U.S. 
subsidiaries  and  U.S.  branches  and  agencies  of  foreign 
banks)  after  years  of  rapid  growth  associated  partly  with 
large  increases  in  nonbank  foreign  direct  investment  out- 
lays in  the  United  States.  Although  reported  FFIEC  data 
show  an  increase  in  foreign  banks'  U.S.  business  lending 
in  1991  (followed  by  a  slight  rise  in  1992),  this  analysis 
finds  the  1 99 1  increase  was  apparently  due  to  a  shifting  of 
existing  business  loans  from  offshore  to  onshore  offices  by 
only  a  handfiil  of  foreign  banks.  Business  loans  dominate 
foreign  banks'  U.S.  loan  portfolios  (65  percent,  compared 
to  22  percent  for  U.  S.  banks).  This  is  due  to  foreign  banks' 
limited  involvement  in  consumer  and  other  forms  of  retail 
banking,  and  their  purchases  of  business  loans  originated 
by  U.S.  banks. 

New  information  on  offshore  lending  published  in 
an  article  by  staff  of  the  Federal  Reserve  Bank  of  New 
York"*  shows  that  European  banks  extensively  used  off- 
shore banking  centers  to  lend  to  U.S.  firms,  and  these 
banks  played  a  more  important  part  in  foreign  banks' 
commercial  and  industrial  (C&I)  lending  in  the  United 
States  than  had  been  thought  previously.  The  higher  level 
and  the  somewhat  larger  European  share  of  foreign  banks' 


'  The  terms  "U.S.  bank"  and  "foreign  bank"  are  used  in  this  chapter  to 

refer,  respectively,  to  U.S.-owned  and  foreign-owned  banks  operating  in 

the  United  States. 

2  Public  Law  101-533,  104  Stat.  2346,  Nov.  7, 1990,  Sec.  3(cXl). 

^  Extensive  tables  on  the  U.S.  and  foreign  components  of  the  banking 

industry,  many  of  which  include  estimated  offshore  lending,  are  contained 

in  Statistical  Appendix  C. 

''  Robert  N.  McCauley  and  Rama  Seth,  "Foreign  Bank  Credit  to  U.S. 

Corporations:  The  Implications  of  Offshore  Loans,"  Quarterly  Review, 

Federal  Reserve  Bank  of  New  York,  Spring  1992,  pp.  52-65. 
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C&I  lending  in  the  United  States  are  more  in  keeping  with 
the  large  1980s  European  increase  in  foreign  direct  invest- 
ment in  nonbank  sectors  of  the  U.S.  economy.  The  new 
information  also  shows  that  U.  S.  offices  of  Japanese  banks 
did  not  dominate  foreign  banks'  business  lending  in  the 
United  States. 

Recent  changes  in  banking  regulations  include  in- 
creased capital  requirements  for  all  banks  in  the  United 
States,  as  well  as  increased  flexibility  to  enter  new  busi- 
nesses, suchas  instance,  annuities  and  limited  underwrit- 
ing of  equity  securities,  for  "well  capitalized"  banks. 
Increased  capital,  often  in  excess  of  regulatory  minimums, 
improved  asset  quality,  and  the  recently  improved  profit- 
ability of  most  banks  has  also  led  to  much  improved  equity 
market  valuations  of  the  50  largest  bank  holding  compa- 
nies in  the  United  States  (see  Statistical  Appendix  C,  Table 


4B-5). 

At  the  same  time,  a  potential  competitive  advantage 
for  many  U.S.  branches  and  agencies  of  foreign  banks 
could  arise  because,  in  contrast  to  U.S.  commercial  banks, 
they  have  the  option  of  electing  to  participate  in  the  retail 
banking  business  and,  therefore,  whether  to  pay  deposit 
insurance  premiums.  Also,  while  the  minimum  risk- 
adjusted  capital  requirements  of  countries  subscribing  to 
the  Basle  Accord  have  been  found  to  be  generally  equiva- 
lent to  those  in  the  United  States,'  only  the  United  States 

'  See  the  "Capital  Equivalency  Report,"  mandated  by  Section  2 1 4(b)  of  the 
Foreign  Bank  Supervision  Enhancement  Act  of  1 99 1 ,  and  jointly  submitted 
to  the  Committee  on  Banking,  Housing,  and  Urban  Affairs  of  the  Senate  and 
the  Committee  on  Banking,  Finance  and  Urban  Affairs  of  the  House  of 
Representatives  by  the  Board  of  Governors  of  the  Federal  Reserve  System 
and  the  Secretary  of  the  Department  of  the  Treasury,  June  19,  1992. 


The  Changing  Bank  Regulatory  Environment 


The  bank  regulatory  environment  for  U.S.  and 
foreign  banks  operating  in  the  United  States  continues 
to  evolve,  with  many  changes  carried  out  at  both  the 
domestic  and  international  levels  re  fleeting  a  growdng 
movement  toward  stricter  and  more  uniform  regula- 
tion of  banks  operating  internationally.  A  key  ele- 
ment of  the  domestic  and  international  bank  regula- 
tory environments  is  the  use  of  minimum  risk-based 
capital  requirements.  These  requirements,  initially 
specified  by  the  Basle  Committee  on  Banking  Super- 
vision in  July  1988,  became  fully  effective  at  the  end 
of  banks'  1992  fiscal  year  (March  31,  1993  for  Japa- 
nese banks  and  December  31,  1992  for  U.S.  and  all 
other  banks). 

The  Basle  Accord's  minimum  international  capi- 
tal requirements  require  bank  capital  at  least  equal  to 
8  percent  of  risk-adjusted  assets.  Half  of  the  capital 
required,  or  at  least  4  percent  of  risk-adjusted  assets, 
must  be  "Tier  1 "  or  "core"  capital,  a  capital  category 
that  includes  common  stockholders'  equity.  The 
remainder,  or  "Tier  2"  capital,  includes  hybrid  capi- 
tal and  subordinated  debt  instruments.'  For  the  high- 
est-risk lending  category,  including  business  and  con- 
sumer lending,  the  full  $8  of  capital  is  required  for 
each  $100  of  lending.  Other  asset  types,  such  as  real 
estate  first  mortgages,  are  classified  in  lower  risk 
categories  and  require  lesser  amounts  of  capital. 
Assets  such  as  cash  and  Treasury  securities  have  a 
zero  capital  requirement  (except  in  the  United  States, 
which  applies  a  "Tier  1"  leverage  requirement  to  all 
bank  assets).  Risk  assignments  are  also  made,  and 
capital  requirements  specified,  for  off-balance  sheet 
exposures  such  as  interest  rate  swaps  and  standby 


letters  of  credit  that  back  or  guarantee  commercial 
paper.  The  requirement  for  total  capital  at  least  equal 
to  8  percent  of  risk-adjusted  assets,  and  for  a  4  percent 
"Tier  1"  capital  share  is  referred  to  here  as  the  "8/4 
Rule."  In  Europe,  these  capital-asset  ratios  are  also 
often  referred  to  as  "Cooke  Ratios,"  after  Peter 
Cooke,  the  Chair  of  the  Basle  Committee  on  Banking 
Supervision  at  the  tune  these  rules  were  developed. 

Although  the  Basle  Accord  addresses  minimum 
capital  requirements  for  banks  operating  internation- 
ally, national  banking  authorities  can  apply  more 
stringent  requirements,  or  apply  capital  requirements 
to  all  domestic  banks.  The  increased  stringency  of 
U.S.  banking  regulations,  and  the  associated  extra 
capital,  comes,  in  part,  from  the  leverage  require- 
ment, by  which  "Tier  1"  or  "core"  capital  must  be 
large  enough  to  at  least  equal  4  percent  of  average 
total  assets  (minus  net  worth)'  as  well  as  the  4  percent 
"Tier  1"  share  of  risk-adjusted  assets  required  by  the 
Basle  Accord.  Since  risk-adjusted  assets  are  smaller 
than  total  assets  for  most  banks,  averaging  82.2 
percent  of  total  assets  for  the  50  largest  bank  holding 
companies  in  the  U.S.  according  to  the  Federal  Re- 
serve Board  (Statistical  Appendix  C,  Table  4B-5).  the 
4  percent  leverage  ratio  is  equivalent  to  a  4.9  percent 
(4  -  0.822  =  4.87)  "Tier  1"  or  "core"  capital  risk- 
adjusted  ratio,  higher  than  the  international  require- 
ment for  "Tier  1"  capital.  This  tougher  requirement 
is  referred  to  here  as  the  "8/4/4  Rule." 

The  intent  of  the  leverage  requirement  is  to 
reduce  interest  rate  risks  by  limiting  the  extent  to 
which  banks  can  meet  the  risk- adjusted  capital  re- 
quirements by  shifting  portfolios  toward  lower  credit- 
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The  Changing  Bank  Regulatory  Environment  (continued) 


risk  assets  such  as  government  securities.  Interest 
rate  risk  refers  to  a  decline  in  an  existing  fixed-rate 
asset's  value  resulting  from  a  rise  in  interest  rates. 
However,  analysis  of  data  on  the  "top  50"  bank 
holding  companies  in  the  United  States  (Statistical 
Appendix  C,  Table  4B-5),  suggests  that  a  lower 
leverage  ratio  of  about  3.3  percent  (4  *  .822  =  3.28) 
would  limit  interest  rate  risk  to  the  average  for  the  50 
largest  banks  without  raising  the  minimum  4  percent 
"Tier  1 "  capital  requirement;  thereby  avoiding  com- 
petitiveness problems  for  some  U.S.  banks  caused  by 
the  leverage  requirement.^  When  compared  with  the 
capital  required  to  support  some  foreign  parent  banks' 
operations  in  the  United  States,  this  difference  means 
nearly  $9,000  more  "Tier  1"  capital  ($49,000  versus 
$40,000)  requked  of  average  U.S. -insured  banks  for 
each  $  1  million  business  loan." 

The  Federal  Deposit  Insurance  Corporation  Im- 
provements Act  of  1991  (FDICIA)  contains  several 
changes  that  affect  all  U.S.  and  some  foreign  banks 
operating  in  the  United  States.  These  include  speci- 
fication of  minimum  capital  standards  for  U.S. -in- 
sured banks,  a  risk-based  deposit  insurance  system 
(lower  rates  for  lower  risk  banks),  and  allowance  of 
"well  capitalized"  U.S.  and  foreign  banks  operating 
in  the  United  States  to  enter  new  lines  of  business, 
such  as  insurance,  annuities  and  limited  underwriting 
of  equity  securities,  in  exchange  for  maintaining 
higher  capital  levels  and  an  "A"  supervisory  rating 
(Statistical  Appendix  C,  Tables  4B-7C  and  4B-7D). 

As  of  June  30,  1992,9,115  of  the  12,040  U.S.- 
insured  commercial  and  savings  banks  (including  53 
U.S.  subsidiaries  of  foreign  banks),  representmg  nearly 
half  of  the  assets  of  all  insured  banks  in  the  United 
States,  qualified  for  the  top  capital  category  (Statisti- 
cal Appendix  C,  Table  4B-7B).  Also,  23  of  the  52 
insured  branches  of  foreign  banks  qualified  for  lower 
deposit  insurance  rates  (Statistical  Appendix  C,  Table 
4B-7D).5 

The  necessary  capital  requirements  under 
FDICIA  for  the  top  risk  classification  are  10  percent 
total  and  6  percent  "Tier  1"  risk- adjusted  ratios,  and 
a  5  percent  "Tier  1"  leverage  ratio.  For  large  banks 
in  the  U.S.,  the  5  percent  leverage  requirement  is 
equivalent,  on  average,  with  a  6  percent  "Tier  1 "  risk- 
adjusted  requirement.*   The  higher  capital  require- 
ments for  "well  capitalized"  U.S.  and  some  foreign 
banks  operating  in  the  United  States  suggest  that  these 
banks  may  be  at  some  competitive  disadvantage 
compared  to  many  U.S.  branches  and  agencies  of 
foreign  banks  due  to  lower  capital  requirements  of 
their  foreign  parent  banks. 


Increased  supervision  and  regulation  of  foreign 
banks  operating  in  the  United  States  have  been  carried 
out  under  other  legislative  and  regulatory  provisions, 
following  cases  of  fraudand  criminal  activity  by  afew 
banks  in  the  1980s.  For  example,  the  Foreign  Bank 
Supervision  Enhancement  Act  of  1991  (FBSEA)  es- 
tablished uniform  federal  standards  for  entry  and 
expansion  of  foreign  banks,  required  registration  of 
foreign  bank  representative  offices,  and  increased  the 
role  of  the  Federal  Reserve  System  in  the  supervision 
and  regulation  of  the  U.S.  activities  of  foreign  banks.' 


'  See  "Capital  Equivalency  Report,"  op.  cit.,  pp.4-6,  for  a  discussion 
of  the  countiy-to-country  differences  in  the  existence  and  utilization 
of  various  eligible  components  of  "Tier  2"  or  supplementary  capital. 
The  report  concludes  that  "taking  these  differences  into  account, 
there  is  broad  equivalence  among  countries  in  the  quality  of  Tier  2 
capital...." 

^  "Institutions  not  experiencing  oranticipating  significant  growth  are 
permitted  to  have  a  leverage  capital  ratio  as  low  as  3.0  percent  and, 
potentially,  still  qualify  as  'adequately  capitalized  *  (emphasis  added)," 
Federal  Register,  Vol.  57,  No.  191,  October  1, 1992,  p.  45279,  n.  18. 
^  The  reasoning  is  that  if  the  ratio  of  risk-adjusted  to  total  assets  forthe 
largest  banks  is  representative  of  what  might  be  desired  in  order  to 
limit  interest  rate  risk,  then  that  amount,  .822  in  the  case  of  the  top  50 
bank  holding  companies,  times  the  4  percent  minimum  "Tier  1" 
requirement  gives  an  average  leverage  ratio  of  3.3  percent  which  is 
consistent  with  the  risk-adjusted  "Tier  1"  requirement.  It  should  be 
noted  that  the  5  percent  leverage  requirement  necessary  for  "well- 
capitalized"  banks  is  much  more  consistent  with  the  6  percent  "Tier 
1"  risk-adjusted  capital  requirement  for  banks  with  average  risk- 
adjusted  to  total  asset  shares  than  is  the  case  with  the  "8/4/4  Rule." 
*  It  should  be  noted  that  U.S.  federal  bank  regulators  are  considering 
whether  to  set  a  standard  for  interest  rate  risk  and,  thereby,  replacing 
the  leverage  requirement  so  this  potential  competitiveness  problems 
may  not  be  realized. 

^  These  branches  qualify  by  maintaining  "eligible  assets  prescribed 
under  12  CFR  346.20  at  108  percent  or  more  of  the  preceding 
quarter's  average  book  value  of  the  insured  branch's  third-patfy 
liabilities."  See  Federal  Register,  Vol.  57,  No.  191,  Thursday, 
October  1,  1992,  p.  45285. 

'  The  5  percent  leverage  ratio  divided  by  the  0.822  ratio  of  risk- 
adjusted  to  total  assets  forthe  50  largest  banks  equals  a  "Tier  1"  risk- 
adjusted  ratio  of  6.08. 

'  For  a  comprehensive  review  of  provisions  affecting  foreign  bank 
offices  in  the  United  States  see  Ann  E.  Misback,  "The  Foreign  Bank 
Supervision  Enhancement  Act  of  1991,  Federal  Reserve  Bulletin, 
Board  of  Governors  of  the  Federal  Reserve  System,  Washington, 
D.C.,  Vol.  79,  No.  1,  January  1993,  pp.  1-10. 
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has  departed  from  risk-based  capital  standards  by  retain- 
ing a  leverage  requirement  as  a  measure  to  control  inter- 
est-rate risk  (see  box).  Some  of  the  foreign  parent  banks 
with  U.S.  branches  and  agencies  have  capital  well  in 
excess  of  these  minimums  (reflecting  market  pressures  for 
increased  capital  for  those  banks  engaged  in  interbank  and 
wholesale  markets),  but  their  capital  requirement  is  still 
lower  than  the  higher  amoxmts  of  capital  required  of  "well 
capitalized"  (as  distract  from  "adequately  capitalized") 
U.S.  banks  (see  box).  The  more  stringent  capital  require- 
ments for  the  "well  capitalized"  banks  in  the  United  States 
could  slow  lending  growth  by  these  banks  relative  to  many 
foreign  bank  branches  and  agencies  already  operating  in 
the  United  States,  unless  the  increased  capital  and  reduced 
risk  by  these  banks  provide  sufficient  offsets  in  the  form 
of  reduced  funding  costs.  The  accumulation  of  the  capital 
required  of  these  banks  has,  in  addition,  already  dampened 
lending  by  many  of  these  banks,  although  problems  with 
asset  quality  and  a  slow  economy  have  also  played  a  key 
role  in  the  lending  slowdown. 

Foreign  Expansion  in  U.S.  Banking 

Slows 

The  Federal  Financial  Institutions  Examination 
Council  (FFIEC)  data  show  that  assets  (loans,  securities, 
etc.)  of  U.S.  offices  of  foreign  banks  grew  rapidly  for 
nearly  two  decades,  averaging  a  28  percent  annual  rate  of 
increase  from  $32  billion  in  December  1973  to  $300 
billion  in  December  1982.  Since  then,  foreign  bank  assets 
grew  at  a  slower,  but  still  rapid,  13.4  percent  pace  over  the 
1983-1990  period.  In  1991,  foreign  involvement  in  the 
U.S.  banking  industry  continued  to  expand,  but  at  a  slower 
9  percent  rate,  and  assets  reached  a  reported  level  of 
$860.6  billion  (or  over  one  trillion  dollars  if  offshore 
lendmg  is  added).  By  comparison,  since  1983,  assets  of 
U.S.  commercial  banks  increased  at  a  slower  6. 1  percent 
pace,  from  $1 .9  trillion  in  December  1983  to  $2.9  trillion 
in  December  1990,  and  rose  a  slight  1.5  percent  in  1991. 
In  1992,  foreign  bank  assets  were  virtually  unchanged, 
while  U.S.  bank  assets  increased  3.2  percent,  reflecting 
increased  securities  purchases. 

As  of  Jime  1992,  there  were  a  total  of  730  foreign 
banking  offices  in  the  United  States,  383  branches  (52  of 
which  are  U.S.-insiu-ed)  and  230  agencies  of  foreign 
banks,  32  other  bank  offices,  and  85  U.S. -insured  subsid- 
iaries of  foreign  banks.  TheactivitiesofU.S.  branchesand 
agencies  are  supported  by  the  capital  of  their  foreign 
parent  banks.  U.S.  banking  authorities,  including  the 
Federal  Reserve  System,  the  Office  of  the  Comptroller  of 
the  Currency  (OCC),  the  Federal  Deposit  Insurance  Cor- 
poration (FDIC),  and  state  banking  authorities,  provide 
oversight  of  the  foreign  bank  offices.  These  U.S.  offices 
of  foreign  banks  are  also,  for  the  most  part,  under  the 
consolidated  supervision  of  the  parent  banks'  home  coun- 
try banking  authorities.     U.S.  subsidiaries  of  foreign 


banks,  by  contrast,  are  supervised  by  U.S.  banking  au- 
thorities in  much  the  same  way  as  other  U.S.  commercial 
banks  and  they  too  operate  as  separately  capitalized 
entities.* 

The  sharply  increased  foreign  presence  in  U.S. 
banking  in  the  1 9  80s  was  due  partly  to  the  rapid  expansion 
of  foreign  direct  investment  in  the  United  States  (FDIUS) 
in  nonbank  sectors.  Over  the  1983-1991  period,  totalloans 
by  foreign  banks  to  U.S.  firms'  jumped  by  over  $350 
billion,  or  166  percent,  to  $564  billion,  including  adjust- 
ments for  estimated  offshore  lending,  while  FDIUS  in- 
creased $271  billion,  or  nearly  200  percent,  to  S408 
billion. 

Onshore  and  Offshore  Lending 

Foreign  banks  extend  credit  to  U.S.  companies, 
including  U.S.  subsidiaries  of  foreign  companies,  from 
their  offices  in  the  United  States  (onshore  lending)  and 
from  their  offices  outside  the  United  States  (offshore 
lending).  Onshore  loans  by  all  banks,  as  well  as  offshore 
loans  toU.S.  borrowers  by  foreign  branches  of  U.S.  banks, 
are  included  in  U.S.  banking  statistics.  Data  on  offshore 
lending  by  branches  and  agencies  of  foreign  banks  to  U.S. 
companies,  however,  are  incomplete,  infrequently  col- 
lected, and  of  uncertain  quality. 

Since  the  mid- 1 9  80s,  a  substantial  portion  of  lending 
by  foreign  banks  to  U.S.  nonbank  businesses  has  origi- 
nated or  been  booked  from  offices  in  offshore  banking 
centers,  such  as  the  Cayman  Islands  and  the  Bahamas,  and 
data  on  offshore  lending  by  these  foreign  banks  to  U.S. 
companies  are  not  included  inU.S.  banking  statistics.  The 
most  comprehensive  current  source  on  offshore  lending  by 
non-U. S.  banks  is  data  collected  by  the  Cayman  Islands' 
Banking  Department  on  a  once-a-year  basis.  These  data 
are  the  basis  of  a  recent  article  by  staff  of  the  Federal 
Reserve  Bank  of  New  York,  which  estimated  that  unre- 
ported offshore  business  lending  to  U.S.  companies  was 
greater  than  $150  billion  in  1991,  up  from  an  estimated 
$20  billion  in  1983." 

In  order  to  improve  the  detail  and  timing  of  informa- 
tion on  offshore  activities  of  U.S.  offices  of  foreign  banks, 
from  shell  offices  in  the  Cayman  Islands,  the  Bahamas, 
and  elsewhere,  the  Federal  Financial  Institutions  Exami- 
nation Council  (FFIEC)  Quarterly  Call  Report  will  initiate 
regular  quarterly  reporting  beginning  in  March  1993  for 


'  U.S.-owBed  banks  operating  in  the  L'nited  States  are  far  larger  in  number 
than  the  foreign-owned  bank  offices  in  the  L'nited  States,  although  the 
number  ofU.S.-owned  banks  is  declining,  reflecting  consolidation  through 
mergers,  acquisitions,  and  closures.  TTie  number  of  commereial  banks 
(including  85  U.S.  subsidiaries  of  foreign  banks)  in  June  I '^'52  was  11.685, 
17.7  percent  fewer  than  the  14,200  banks  operating  in  December  1986. 
Over  the  same  period,  employment  declined  a  relatively  smaller  5.3 
percent,  from  a  peak  of  1,563,145  full-time  equivalent  employees  in  1986 
to  1,479,522  in  June  1992. 

'  In  this  report,  loans  to  U.S.  firms  refer  to  loans  to  finns  with  U.S.  addresses. 
*Op.cit.,p.  54. 
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offshore  branches  of  foreign  banks  that  are  managed  and 
controlled  by  offices  of  foreign  banks  in  the  United  States. 
Results  of  this  new  quarterly  reporting  will  be  available 
later  in  1993.  The  preliminary  results  from  the  estimates 
presentedhere  indicate  only  the  magnitude  of  this  offshore 
activity,  but  are  the  best  available  information  on  offshore 
lending  at  this  time.  The  estimates  do  not  cover  lending 
to  U.S.  companies  by  banks  operating  in  offshore  banking 
areas  other  than  in  the  Cayman  Islands,  so  they  may 
understate  total  offshore  business  lending  to  the  United 
States. 

Estimates  of  offshore  lendmg,  when  combined  with 
the  regular  FFIEC  call  report  data,  change  previous  per- 
ceptions of  the  nature,  composition,  and  size  of  foreign 
banks'  presence  in  U.S.  credit  markets.  The  level  of 
foreign  banks'  business  lending  in  the  U.S.  was  nearly 
three-quarters  higher  than  previously  estimated,  the  Japa- 
nese banks'  role  in  lending  to  U.S.  businesses  was  rela- 
tively overstated,  and,  specifically,  Japanese  banks  do 
not,  as  indicated  by  onshore  FFIEC  loan  data,  dominate 
foreign  banks'  business  lending  in  the  United  States. 
Furthermore,  business  loans  to  firms  with  U.S.  addresses 
were  fotmd  to  be  even  more  dominant  in  foreign  banks' 
portfolios  of  loans  managed  or  controlled  by  their  U.S. 
offices  than  the  50  percent  share  aheady  evident  from  the 
FFIEC  data  on  U.S.  offices  of  foreign  banks. 

Incorporating  offshore  lending  fi^om  Cayman  Is- 
lands' bank  offices  increases  the  estimates  of  foreign  bank 
business  lending,  and,  to  a  lesser  extent,  the  overall  rate  of 
growth  of  foreign  bank  assets  (loans,  securities,  etc.)  in  the 
United  States.  The  assets  of  foreign  bank  offices,  includ- 
ing estimated  offshore  lending,  grew  at  a  15.2  percent 
average  annual  pace  from  1983  to  1990  (compared  to  a 
13.4  percent  FFIEC-reported  pace  for  U.S.  offices  of 
foreign  banks)  and  at  a  7 . 8  percent  rate  in  1 99 1  (compared 
to  a  FFIEC-reported  8.8  percent  rise),  with  the  smaller 
1 99 1  rise  reflecting  a  sharp  slowdown  in  offshore  lending 
to  the  United  States.  By  comparison,  the  assets  of  U.S. 
banks  increased  at  a  slower  6. 1  percent  annual  pace  during 
1983-1990,  byaslight  1.5  percentin  1991,  and  rose  by  3.2 
percent  in  1992. 

The  new  data  also  change  some  of  the  conclusions 
related  to  the  U.S.  operations  of  foreign  banks,  based  on 
FFIEC  data,  that  were  presented  in  the  banking  chapter  of 
the  1991  FDI  report.'  Although  that  report  noted  the 
potential  problem  of  an  under  count  of  banking  activity  in 
the  Cayman  Islands,  the  importance  of  that  undercount 
was  not  anticipated.  The  report  concluded  that  from 
"December  1985  to  December  1990,  nearly  all  of  the 
increase  in  foreign  bank  business  lending  in  the  United 
States ...  has  been  by  the  offices  of  Japanese  banks."  It  is 
clear  now  that  the  earlier  FDI  report  was  incorrect  in  this 
regard.  Although  growth  in  business  lending  by  Japanese 
banks  shown  in  the  official  FFIEC  data  was  rapid,  offshore 

'  U.S.  Department  of  Commerce,  Foreign  Direct  Investment  in  the  United 
States,  August  1991,  Chapter  10,  p.76. 


lending  by  largely  non- Japanese  banks  to  U.S.  firms  also 
grew  rapidly  over  the  1985-1 990  period,  thereby  reducing 
the  Japanese  share  of  the  1985-1990  increase  in  business 
lending  by  foreign  banks  from  over  90  percent  of  a 
reported  $84  billion  increase,  excluding  offshore  lending, 
to  under  40  percent  of  an  estimated  increase  of  $  1 8  8  billion 
if  estimated  offshore  lending  is  included. 

The  $9  billion  reported  rise  in  business  lending  to 
U.S.  firms  in  1990  was  not  more  than  accounted  for  by 
Japanese  banks,  as  the  199 1  FDI  report  indicated,  but  was 
accompanied  by  an  estimated  $32  billion  rise  in  offshore 
loans'"  from  largely  non- Japanese  banks.  Japanese  banks' 
share  of  foreign  business  lending  in  the  United  States  was 
reported  as  62  percent  in  1990,  but  after  including  esti- 
mated offshore  lending  it  drops  to  less  than  38  percent. 

Rapid  Lending  Growth  Shown  by 
Foreign  Banks 

Legislators  and  others  have  expressed  concern  that 
foreign  banks,  as  a  whole,  do  not  lend  relatively  as  much 
in  the  United  States  as  their  U.S.  counterparts  and,  there- 
fore, did  not  contribute  to  easing  the  tight  credit  conditions 
facing  some  U.  S.  businesses  during  the  last  several  years." 
This  concern  appears  to  be  based  on  comparison  of  foreign 
and  domestic  banks'  ratios  of  total  loans  to  assets.  This 
measure  of  willingness  to  lend  can  be  misleading  for 
foreign  bank  offices  because  this  ratio  will  depend  on 
where  their  parent  banks  choose  to  book  and  fimd  these 
assets.  In  the  United  States,  for  example,  the  top  25  foreign 
bank  offices  only  represent  from  4  to  25  percent  of  their 
parent  bank's  assets  (see  Statistical  Appendix  C,  Table 
4B-6).  Still,  examining  these  ratios  suggests  that  foreign 
banks  had  loan  ratios  (adjusted  for  estimated  offshore 
loans)  that  were  nearly  as  high  on  average  as  those  for  U.S. 
banks.  FFIEC  data  show  that  foreign  banks  in  the  United 
States  have  lower  loan-to-asset  ratios  than  do  U.S.  banks, 
48  percent  compared  to  nearly  60  percent,  respectively. 
Adjusted  for  an  estimated  $152  billion  in  offshore  busi- 
ness lending  by  foreign  banks  to  U.S.  firms,  however,  the 
average  loan-to-asset  ratio  for  all  foreign  banking  offices 
in  1991  (including  U.S.  subsidiaries,  branches,  and  agen- 
cies of  foreign  banks)  was  nearly  56  percent,  considerably 
closer  to  the  figure  posted  by  U.S.  banks. 

Loan-to-asset  ratios  of  foreign  banks  in  the  United 
States  have  declined  since  a  peak  in  1 98 1 ,  but  the  decline 
was  exaggerated  by  the  1980s  shift  from  onshore  to 
offshore  lending  to  U.S.  businesses  by  foreign  banks 


'»  Robert  N.  McCauIey  and  Rama  Seth,  "Foreign  Bank  Credit  to  U.S. 
Corporations:  The  Implications  of  Offshore  Loans,"  Quarterly  Review, 
Federal  Reserve  Bank  of  New  York,  Spring  1992,  pages  52-65.  The 
estimated  undercounts  in  business  lending  to  U.S.  companies,  in  billions  of 
dollars,  are:  $20  (1983),  $31  (1984),  $45  (1985),  $60  (1986),  $79  (1987), 
$95  (1988),  $116  (1989),  $148  (1990),  and  $152  (1991).  Table  1,  p.  54. 
"  See,  for  example,  Gordon  Piatt,  "Foreign  Bank  Lending  Stirs  Debate  in 
U.S.,"  Journal  of  Commerce,  June  26, 1992,  p.  lA. 
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(Figure  4B-1).  There  are  a  number  of  reasons  for  the 
offshore  lending  shift  by  these  banks  in  the  1980s,  includ- 
ing tax  considerations,  but  the  most  significant  one  was 
regulatory  arbitrage  in  the  form  of  avoidance  of  the  three 
percent  Federal  Reserve  Board  Eurocurrency  reserve  re- 
quirement. Following  the  reduction  of  this  reserve  re- 
quirement to  zero  on  December  31,  1990,  business  loans 
reported  weekly  by  large  U.S.  branches  and  agencies  of 
non- Japanese  banks  increased,  reflecting  loan  shifting  to 
the  United  States  fi^om  offshore  centers.  This  change 
provided  a  substantial  regulatory  incentive  for  rebooking 
of  some  of  these  loans  to  onshore  offices  by  foreign  banks, 
and  provided  an  example  of  the  sensitivity  of  the  ftmding 
decisions  of  banks  with  wholesale  operations  —  including 
U.S.  branches  of  foreign  banks  —  to  small  changes  in 
relative  costs  of  ftmding.'^  Total  deposits,  largely  reflect- 
ing large  time  deposits  at  these  U.S.  branches  and  agen- 
cies, rose  over  $60  billion  from  December  1 990  to  Decem- 
ber 1991  (Statistical  Appendix  C,  Table  4B-2).  Estimates 
of  offshore  lending  show  that  Japanese  bank  offices  in  the 
United  States  did  not  make  extensive  use  of  shell  offices 
in  offshore  facilities  such  as  the  Cayman  Islands  to  place 
loans  to  U.S.  busmesses,  possibly  because  of  cost  of 
capital  advantages  in  the  1980s.''' '" 

Comparative  lending  growth  rates  of  foreign  versus 
U.S.  banks  operating  in  the  United  States  provide  a  better 
measure  of  willingness  to  lend,  and  here  it  is  clear  that 
foreign  banks  do  lend,  with  double  digit  rates  of  growth  in 
total  lending  over  nearly  two  decades  from  1973  to  1990. 
Total  lending  by  U.S.  offices  of  foreign  banks  (adjusted  for 
estimated  offshore  loans)  over  the  1 983- 1 990  period  grew 
at  an  average  14.4  percent  pace,  compared  to  an  8.2 
percent  annual  rate  of  lending  growth  by  their  domestic 
counterparts. 


'^See  a  joint  study  by  the  Department  of  the  Treasury  and  the  Board  of 
Governors  of  the  Federal  Reserve  System,  in  consultation  with  other  bank 
regulatory  agencies,  pursuant  to  Section  215  of  the  Foreign  Bank  Supervi- 
sion Enhancement  Act  (FBSEA),  "Subsidiary  Requirement  Study,"  De- 
cember 18,  1992,  Appendix  C,  Implications  for  the  Deposit  Insurance 
System,  p.7. 

'■'  "Competitive  loan  pricing"  was  the  dominant  reason  given  for  using 
Japanese  banks  according  to  a  survey  of  U.S.  corporations'  motives  for 
using  foreign  banks.  In  the  same  survey,  Japanese  banks  ranked  behind 
domestic  banks  for  all  of  the  reasons  studied,  and  trailed  German  and  U.K. 
banks  in  areas  such  as  "international  service  capabilities"  and  "ability  to 
propose  innovative  international  banking  alternatives."  Greenwich  Asso- 
ciates, The  Coming  Shift  in  Sank  Relationships  (Greenwich,  Connecticut, 
1988),  pp.  18-29. 

'*  A  recent  study  by  Steven  A.  Zimmerand  Robert  N.  McCauley,  "Bank 
Cost  of  Capital  and  International  Competition,"  Federal  Reserve  Bank  of 
New  York  Quarterly  Review,  vol.  15,  Winter  199 1 ,  p.  49,  Table  3,  finds  that 
Continental  and  Japanesebanks  enjoyed  substantially  lowercosts  ofequity 
than  did  U.S.  banks  in  the  1984-1990  period.  As  a  result  ofthe  then  higher 
price  on  their  bank  stocks,  these  banks  could  target  a  smaller  spread 
between  the  cost  of  funds  and  the  commercial  lending  rate  than  U.S.  banks 
could  accept.  The  spread  was  estimated  to  be  50  basis  points  (0.5 
percentage  point)  lower  for  Japanese  banks  and  30  basis  points  lower  for 
German  and  Swiss  banks  operating  in  the  United  States  compared  to  their 
domestic  counterparts. 


Figure  4B- 1 

Loan  to  Asset  Ratios 

of  U.S.-  and  Foreign-Owned  Banks 


1973  77  ei  85  B»  91 

Sources:  Appendix  C,  Tables  4B-I  ind  -4,  and  FRBNY  Qaarurlf  Heftew,  Spnn{  1 992. 


Business  Lending  Dominates 
Foreign  Banks'  Loan  Portfolios 

The  nature  and  composition  of  foreign  banks' 
presence  in  the  United  States  differ  significantly  from  that 
of  their  U.S.  banking  coimterparts.  The  difference  be- 
tween foreign  and  U.S.  banks  is  most  evident  in  the 
composition  of  their  loan  portfolios.  Based  on  FFIEC 
data,  business  (C&I)  lending  by  U.S.  branches  and  agen- 
cies of  foreign  banks  accounted  for  50  percent  of  their  U.  S. 
loan  portfolios  in  1991  (Figure  4B-2A).  Inclusion  of 
estimated  offshore  lending  raised  the  business  loan  share 
of  foreign  banks'  loan  portfolio  in  the  United  States  to  64 
percent  that  year  (Figure  4B-2B).  By  contrast,  business 
lending  represented  only  22  percent  of  U.S.  banks'  loan 
portfolio  in  1991. 

Business  loans  booked  or  controlled  by  U.S.  offices 
of  foreign  banks  increased  far  more  rapidly  throughout  the 
1973-1991  period  than  did  loans  by  U.S.  banks.  Business 
loans  by  these  foreign  bank  offices  increased  at  a  23 
percent  annual  rate  over  the  1973-1982  period,  at  a  12.5 
percent  annual  pace  from  1 983  to  1 990  (or  at  a  more  rapid 
18.4  percent  pace  including  offshore  loans),  and  rose  6.8 
percent  between  1 990  and  1 99 1 .  By  December  1 99 1 ,  U.S. 
business  loans  by  foreign  banks  reached  a  reported  $207 
billion  ($359  billion  including  offshore  loans).  In  con- 
trast, business  loans  by  U.S.  banks  rose  at  a  9.6  percent 
annual  rate  from  1973  to  1982,  slowed  to  a  2.1  percent 
annual  pace  from  1983  to  1990,  and  declined  a  sharp  9.7 
percentto  $393  billion  in  1991.  U.S.  banks' business  loans 
continued  to  decline  from  December  1991  to  December 
1992,  while  reported  U.S.  business  loans  by  foreign  bank 
offices  increased  slightly  over  the  same  period. 
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Figure  4B-2A 

U.S.  Onshore  Bank  Loan  Portfolios 
(December  1991 

U.S.-Owned  Connmercial  Banks 


Real  estate  44X 


Financial  Inst.  2X 


Business  21% 


ier3IX 


U.S.  Offices  of  Foreign-Owned  Banl(s 


Figure  4B-2B 

Onshore  &  Offshore  Bank  Loan  Portfolios 

(December  1991) 

U.S.  Offices  of  Foreign-Owned  Banlcs 
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Real  estate  1 6X 

Source:  Statlsdstical  Appendix  C,  Table  48-6. 


Business  SOX 


Other  1 1 X 
Real  estate  22X 

^  Financial  Inst.  I6X 
Soufxe:  Statistical  Appendix  C,  Table  4B-6. 


If  estimated  offshore  loans  are  included,  the  Japa- 
nese share  of  foreign  bank  business  lending  in  the  United 
States  was  far  lower  than  reported  by  the  FFIEC.  FFIEC 
data  show  that  the  Japanese  share  of  foreign  banks'  U.S. 
business  lending  was  a  reported  62.2  percent  in  1 990  and 
declined  to  54.4  percent  in  1991.  As  offshore  lending  is 
dominated  by  European  banks,  inclusion  of  estimated 
offshore  business  lending  dropped  the  Japanese  banks' 
share  to  37.8  percent  in  1990  and  to  33.5  percent  in  1991 
(Table  4B-1).  The  revised  estimates  of  foreign  banks' 
business  loans  to  U.S.  firms  reveal  a  more  prominent 
lending  role  by  European  banks  (Figures  4B-3A  and  4B- 
3B). 

A  far  higher  share  of  foreign  banks'  U.S.  business 
lending  appears  to  be  to  large  companies  than  is  the 
lending  by  U.S.  banks.  Stated  differently,  these  U.S. 
offices  of  foreign  banks  do  not  tend  to  lend  to  small-  and 
mediimi-sized  companies.  In  addition,  foreign  bank  assets 
in  the  United  States  and  the  office  locations  of  these  banks 
are  far  more  geographically  concentrated  than  are  those  of 
U.S.  banks.  Including  estimated  offshore  lending,  nearly 
three-quarters  of  both  total  assets  and  of  business  loans  by 
foreign  banks  are  held  or  managed  by  offices  located  in 
New  York,  California,  and  Illinois  (Table  4B-2)." 

The  higher  U.S.  business  loan  share  of  foreign 
versus  U.S.  banks'  loan  portfolios  is  not  so  unusual,  given 
the  types  of  loan  markets  primarily  targeted  by  most 


Table  48- 1 

Shares  of  U.S.  Business  Lending 

(Percent) 


Onshore"" 

Year  End         Shares  of  Foreign  Banks  Shares  of  Total 

P^g-  3 1  Japan         Other  Foreign     Domestic        U.S. 

1990 62.2  37.8  30.8  69.2  100.0 

1991  S4.4  45.6  34.5  65.5  100.0 

Totai  Onshore  and  Estimated  Offshore"^ 

1990 37.8  62.2  44.0  56.0  100.0 

1991  33.5  66.5  47.7  52.3  100.0 

*   FFIEC  Quarterly  Call  Reports  and  Statistical  Appendix  C,  Tables  4B-1 
and  4B-4. 

**    Adjustments  for  offshore  foreign  lending  to  U.S.  businesses  from 
Federal  Reserve  Bank  of  New  York,  Quarterly  Review,  Spring  1992,  p.  55. 


foreign  banks  operating  in  the  United  States,  and  the  focus 
on  wholesale  banking  activities,  including  trade  finance, 
cormnercial  loan  syndications,  swaps,  and  foreign  ex- 
change activities,  by  many  of  the  U.S.  branches  and 
agencies  of  foreign  banks.  Loans  by  these  bank  offices  are 
primarily  to  large  companies,  where  cost  of  capital  advan- 


"  For  a  tabulation  of  state  shares  of  offices  and  assets  of  foreign  banks 
excluding  offshore  lending,  see  U.S.  Department  of  Commerce,  Foreign 
Direct  Investment  in  the  United  States,  August  1991,  Chq)ter  10,  Table  10- 
1,  p.  78.  Although  the  U.S.  assets  and  business  lending  of  foreign  banks 
are  concentrated  in  these  states,  foreign  banks  can  lend  to  companies  in 
otherU.S.  locations,  so  long  as  the  papers  are  signed  and  the  loan  isbooked 
at  a  registered  subsidiary,  branch  or  agency. 
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Figure  4B-3A 

U.S.  Onshore  Business  Loans  by  Foreign  Banks 

(By  nationality  of  banl<,  December  1991) 


Figure  4B-3B 

U.S.  Onshore  &  Offshore  Business  Loans  by 

Foreign  Banl<s 

(By  nationality  of  bank,  December  1991) 


Total :  $207  billion 


Japanese  SAX 


European  22% 


Canadian  6% 
Other  5X 

Sources:  FFIEC  Co// A^pofts  for  onshore  C&lk>ans 
by  offices  of  fortegn  banks  In  the  US. 


Total  $359  billion 


japinese  33% 


European  36X 


Canadian  7% 


Other  24X 


Sources:  FFIEC  data  for  onshore  C&l  loans  by  offices  of  foreign  banio  In 
the  US;  FRBN Y,  Quarwrty  Revltw,  Spring  1 992  for  onshore  loans 


tages  would  be  particularly  effective'*  and  where  risks 
might  be  lower  or  easier  to  assess.  Foreign  banks  also  can 
be  expected  to  service  companies  that  were  known  previ- 
ously to  their  parent  banks,  especially  those  that  were 
acquired  or  established  by  foreign  companies  during  the 
surge  in  foreign  direct  investment  in  the  United  States  in 
the  1980s.  In  both  cases,  problems  due  to  lack  of  geo- 
graphical proximity  and  the  associated  costs  related  to  the 
relatively  labor  intensive  process  of  making  and  monitor- 
ing business  loans  are  minimized. 


The  foreign  banks'  share  of  U.S.  business  lending 
also  has  been  increased  indirectly  through  the  purchase  of 
loans  in  the  U.S.  secondary  market  for  business  (C&I) 
loans.  This  market  tends  to  deal  vsdth  loans  booked  to  large 
or  publicly  traded  companies,  largely  because  information 

"  In  the  Greenwich  Associates'  survey  cited  previously,  competitive  loan 
pricing  was  the  dominant  reason  given  by  U.S.  corporations  for  using 
Japanese  banks.  Also,  offshore  European  and  Canadian  banks  are  not 
likely  to  be  normal  sources  of  funds  for  small-  and  medium-sized  busi- 
nesses. 


Table  48-2 

Assets,  Business  Lending  and  Number 
of  U.S.  Offices  of  Foreign  Banks  by  State  Location,  including  Estimated  Offshore  Lending  to  U.S. 

Businesses 
(In  billions  dollars,  December  1991) 


No.  of  Assets  (in  percent)  Business  Loans  (in  percent) 

Offices  Value         Share       Cumm.        Vaiti?        Share       Cumm. 


U.S.  Total 

Top  Ten  States 

New  York 

California 

Illinois 

Florida 

Georgia 

Texas 

Maryland 

New  Jersey 

Oregon 

Washington 


Z43        $1.012.7 
711  I.009.S 


352 

162 

75 

59 

24 

25 

I 

I 

A 
8 


748.5 

135.7 

75.7 

12.8 

9.4 

6.7 

6.5 

6.1 

5.3 

2.7 


73.9 
13.4 
7.5 
1.3 
0.9 
0.7 
0.6 
0.6 
0.5 
0.3 


I5M       }3?9,4 
99.7  356.9 


73.9 
87.3 
94.8 
96.0 
97.0 
97.6 
98.3 
98.9 
99.4 
99.7 


267.1 
42.7 
28.3 
1. 5 
6.6 
5.9 
I.I 
1.5 
0.6 
1.5 


74.5 
I  1.9 
7.9 
0.4 
1.8 
1.6 
0.3 
0.4 
0.2 
0.4 


99.6 

74.5 
86.4 
94.3 
94.7 
96.6 
98.2 
98.6 
99.0 
99.2 
99.6 


Source:  FFIEC  Call  Reports. 

Note:  U.S.  offices  of  foreign  banks  were  located  in  21  states  and  the  District 

of  Columbia.  Cayman  Islands  loans  were  assumed  to  be  rebooked  to  New  York  offices.  Offices  include  U.S.  subsidiaries, 

branches,  and  agencies  of  foreign  banks,  as  well  as  foreign-owned  Edge  Actor  Agreement  Corporations  and  New  York  State 

Investment  companies. 
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necessary  to  determine  risk,  which  isnecessary  to  price  the 
loans,  is  generally  available  for  these  companies.  Foreign 
banks  have  been  very  active  in  purchasing  business  loans 
originated  by  banks,  according  to  an  analysis  by  Finance 
Professors  Gorton  and  Pennacchi  referenced  in  an  article 
in  The  Economist}'' 

According  to  the  analysis  by  Gorton  and  Pennacchi, 
40  to  44  percent  by  value  of  the  outstanding  C&I  loans  sold 
by  banks  in  the  United  States  since  the  mid-1980s  was 
purchased  by  foreign  banks.'*  When  these  loan  sales 
peaked  in  1989,  an  estimated  $120  billion  in  business 
loans  originated  by  U.S.  banks  was  purchased  by  foreign 
banks.  In  1990,  loan  sales  and  purchases  declined,  and  an 
estimated  $80  billion  in  C&I  loans  was  purchased  by 
foreign  banks.  These  loan  purchases  increased  the  mea- 
sured share  of  business  loans  held  by  foreign  banks,  raising 
the  business  loan  share  of  foreign  banks'  U.S.  loan  portfo- 
lios from  50  to  62  percent  in  1989  and  from  56  percent  to 
62.5  percent  in  1990. 

Loan  purchasers  attempt  to  ensure  that  the  quality  of 
these  loans  does  not  deteriorate  by  having  the  originating 
bank  continue  to  hold  a  part  of  the  loan  and  to  service  the 
loans,  for  a  fee,  even  though  the  purchasers  fund  the 
remainder  of  the  loan  and  assume  most  of  the  capital  risk. 
The  originating  banks,  largely  U.S.,  that  continue  to 
service  these  loans  are  in  a  better  position  to  increase  direct 
business  lending  and  other  bank  services  to  these  borrow- 
ers because  they  are  already  servicing  these  loans  and 
because  they  have  freed  up  capital  by  selling  these  loans 
into  the  secondary  market. 

Capital  Accumulation,  Asset 
Quality  Problems  Affect  Lending 


internationally-active  banks  engaged  in  interbank  and 
wholesale  banking  markets  to  accumulate  more  capital. 
Virtually  all  of  these  banks  have  offices  in  the  United 
States,  but  the  number  engaged  in  these  international 
markets  has  become  fewer  according  to  a  recent  report  by 
the  Bank  for  International  Settlements."  The  interbank 
and  wholesale  markets  have  shown  clear  signs  of  concen- 
fration  among  the  financial  firms  with  top  credit  status, 
according  to  the  report,  and  these  banks  have  had  to 
enhance  their  own  capital  positions  to  make  themselves 
more  attractive  as  counterparties  in  the  wholesale  and 
interbank  markets.^" 

The  regulatory  environment  applicable  to  foreign 
and  U.S.  banks  operating  in  the  United  States  has  been 
tightened  in  the  last  few  years,  as  has  that  applied  to  banks 
operating  in  other  developed  coimtries.  The  sources  of  this 
tighter  regulatory  environment  include  more  active  over- 
sight by  banking  authorities,  U.S.  legislation  and  imple- 
menting regulations,  and  standards  adopted  by  the  Basle 
Committee  on  Banking  Supervision.  The  Basle  changes 
include  minimum  capital  requirements  and  minimum 
standards  for  comprehensive  consolidated  supervision  of 
internationally  operating  banking  organizations. 

The  minimum  "Tier  1"  and  "Tier  2"  risk-adjusted 
capital  requirements  adopted  by  the  United  States  for  all 

"  Bank  for  International  Settlements,  "Recent  Developments  in  Interna- 
tional Interbank  Relations,"  a  report  prepared  by  a  Working  Group  estab- 
lished by  the  Central  Banks  of  the  Group  of  Ten  countries,  Basle,  Switzer- 
land, October  1992,  p.  29. 
^  Ibid.,p.J,6. 


Business  lending  by  U.S.  commercial  banks  de- 
clined through  the  third  quarter  of  1 992.  The  continuation 
of  a  lending  decline,  which  began  in  late  1989,  nearly  six 
quarters  after  the  trough  of  the  recent  recession  (Figure 
4B-4),  suggests  that  more  than  arecession-induced  reduc- 
tion in  loan  demand  was  affecting  bank  lending.  Other 
factors  contributed  to  the  slowdown  in  business  lending. 
Specifically,  the  accimiulation  of  capital  to  satisfy  new 
minimum  capital  requirements  for  banks  seeking  to  enter 
new  lines  of  business  (see  box)  appears  also  to  have 
influenced  lending,  as  has  the  deterioration  of  asset  qual- 
ity. There  were  also  increased  market  pressures  on  large 


"  An  extensive  survey  article  of  the  world  banking  industry  {The  Econo- 
mist, May  2, 1992)  noted  that  "In  America,  a  robust  market  is  developing 
in  the  sale  of  C&I  loans.  Once  assumed  to  be  illiquid,  C&I  loan  sales  have 
jumped  from  $26.7billionin2Q  1983  to  $290.9  billionin3Q  1989."  (p.  11) 
"  Gary  Gorton  and  George  Pennacchi,  "Banking  and  Loan  Sales:  Market- 
ing Non-Marketable  Assets,"  Working  Paper  3551,  National  Bureau  of 
Economic  Research,  December  1990.  Their  analysis  is  based  in  part  on 
FFTEC  call  report  data  on  gross  loan  sales,  and  part  on  the  Federal  Reserve 
Board's  Senior  Loan  Officer  Survey  on  Bank  Lending  Practices.  In 
response  to  a  telephone  conversation  discussing  their  earlier  paper,  Profes- 
sor Pennacchi  provided  more  recent  data  on  loan  sales  on  February  5, 1993. 


U.S. 


Figure  4B-4 
■Insured  Banks  Shift  Assets  from  C&I 
Lending  Toward  Securities 
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commercial  banks  are  qualitatively  equivalent  to  those 
adopted  by  most  foreign  countries,  but  the  retention  of  a 
"Tier  1 "  leverage  requirement  (see  box),  which  applies  to 
total  rather  than  risk-adjusted  assets,  has  the  effect  of 
making  the  U.S.  standards  somewhat  more  stringent  than 
the  "Tier  1"  minimums  established  by  the  Basle  Accord 
for  internationally-active  banks.  As  a  result,  although 
many  foreign  parent  banks  wdth  offices  in  the  United 
States  maintain  capital  substantially  in  excess  of  interna- 
tional minimums,  particularly  those  parent  banks  engaged 
in  extensive  interbank  transactions,  U.S.  branches  and 
agencies  of  other  foreign  banks  may  be  at  a  competitive 
advantage  compared  with  U.S.  banks.^'  The  85  U.S. 
subsidiaries  of  foreign  banks,  however,  are  subject  to  the 
same  capital  and  regulatory  requirements  as  other  U.S. 
commercial  banks. 

U.S.  branches  and  agencies  of  foreign  banks  account 
for  84  percent  of  the  total  bank  assets  held  by  foreign  banks 
in  the  United  States.  According  to  the  latest  FDIC  count, 
only  52  of  the  383  U.S.  branches  of  foreign  banks, 
representing  less  than  1.5  percent  of  the  assets  of  these 
foreign  bank  offices,  accept  retail  deposits  (amoimts  less 
than  $100,000)  and,  therefore,  pay  deposit  insurance." 
Most  U.S.  branches  of  foreign  banks  have  the  advantages 
of  no  deposit  insurance  payments  and  of  access  to  the 
broad  capital  base  of  their  parent  banks.  Although  their 
parent  bank's  capital  requirements  may  be  lower  than 
those  of  U.S.  banks,  for  other  reasons  parent  banks  may 
maintain  higher  capital  levels  than  required  by  interna- 
tional minimum  capital  standards. 

Of  course,  both  U.S.  and  foreign  banks  operating  in 
the  United  States  have  to  compete  with  non-bank  financial 
institutions  that  lend  to  U.S.  businesses,  such  as  U.S.  and 
foreign  securities,  finance  and  insurance  companies. 
Therefore,  both  U.  S .  and  foreign  banks  may  be  at  a  relative 
disadvantage  due  to  the  cost  of  meeting  more  stringent 
capital  requirements. 

Although  the  banking  industry  as  a  whole  has 
benefitted  from  more  uniform  and  stringent  capital  and 
supervisory  requirements,  and  from  greater  regulatory 
flexibility  on  entering  new  businesses,  higher  capital 
requirements  and  asset  quality  problems  have  put  pressure 
on  lending  by  both  U.S.  and  foreign  banks  over  the  past 
few  years.  Lending  may  also  have  been  affected  by  the 
need  to  accumulate  more  capital  in  order  to  qualify  as 


^'  The  guidelines  used  by  the  Federal  Reserve  Board  for  assessing  whether 
foreignbank  capital  is  equivalentto  U.S.  standards,  forpurposes  of  forming 
a  bank  holding  company,  for  acquisition  of  bank  assets,  and  for  Board 
approval  prior  to  a  foreign  bank  establishing  a  branch  or  agency,  are 
designed  "...to  assure  that  any  differences  in  capital  standards  do  not  place 
U.S.  banks  at  a  competitive  disadvantage  in  their  own  market"  See 
"Capital  Equivalency  Report,"  op.  cil,  pp.  42-44. 

^  Of  these  U.S.  branch  offices  of  foreign  banks,  23  have  qualified  as  'Svell 
capitalized,"  but  according  to  the  Federal  Reserve  Board,  while  these 
branch  offices  qualify  for  lower  deposit  insurance  rates,  they  will  not  be 
allowed  to  enter  into  new  businesses  unless  their  parent  banks  meet  capital 
requirements  equivalent  to  those  required  for  "well  capitalized"  U.S. 
commercial  banks. 


"well  capitalized,"  for  those  banks  that  elected  to  meet 
these  higher  capital  standards.  The  total  capital  to  meet 
the  new  higher  minimum  capital  requirements  for  U.S.- 
insured  commercial  and  savings  banks  (9,1 15  banks  in- 
cluding 53  U.S.  subsidiaries  of  foreign  banks)  that  have 
been  qualified  so  far  by  the  FDIC  as  "well  capitalized," 
is  about  $142  billion,  an  estimated  $29  billion  above  the 
minimum  capital  requirements  set  by  the  Basle  Accord. 
These  "well  capitalized"  banks  represent  75  percent  of 
the  number  and  nearly  half  of  the  assets  of  commercial 
banks  in  the  United  States  (Statistical  Appendix  C,  Table 
4B-7B). 

Now  that  these  banks  have  accumulated  the  capital 
to  meet  the  higher  capital  standards,  and  many  are  continu- 
ing also  to  improve  the  quality  of  their  assets,  they  will  be 
in  a  better  position  to  compete  in  fmancial  markets  as  the 
higher  capital  and  lower  risk  reduces  funding  costs.  The 
ability  to  enter  new  businesses,  and  the  lower  deposit 
insurance  premiums  for  "well  capitalized"  banks,  provide 
offsets  to  the  cost  of  maintaining  additional  capital.  Based 
on  FDIC  data,  banks  with  the  top  capital  and  supervisory 
ratings  (see  box)  are  estimated  to  save  about  $364  million 
per  year  in  deposit  insurance  premiimis  (Statistical  ApH 
pendix  C,  Tables  4B-7A  and  4B-7B).  While  this  is  a 
substantial  sum,  it  is  relatively  small  compared  with  the 
additional  $29  billion  in  capital,  representing  an  annual 
rate  of  return  of  less  than  1 .3  percent.^^ 

The  amounts  of  additional  capital  which  these  "well- 
capitalized"  banks  accrued  do  have  implications  for  their 
lending  ability,  compared  to  that  of  banks  meeting  only  the 
minimum  international  or  U.S.  standards.  As  noted  pre- 
viously, higher  amounts  of  capital  by  some  parent  banks 
have  few  implications  for  business  lending  since  they  were 
accrued  to  enhance  capital  positions  for  interbank  opera- 
tions. For  other  banks,  $29  billion  in  capital  represents  a 
significant  additional  cost,  as  it  could  have  supported 
potential  lending  in  the  $290-$360  billion  range,  depend- 
ing on  whether  an  8  percent  or  10  percent  capital  reserve 
is  required,  nearly  equivalent  to  the  total  $358.4  billion  in 
U.S.  business  lending  by  foreign  banks  in  1991. 

The  means  by  which  banks  (including  U.S.  subsid- 
iaries of  foreign  banks)  met  the  capital  requirements 
provide  insights  into  why  lending  was  restricted.  Many 
banks,  both  U.S.  and  foreign,  achieved  compliance  with 
the  higher  capital  requirements  by  (1)  "asset  shrinkage." 
that  is,  reducing  the  level  of  risk-adjusted  assets  by 
increasing  holdings  of  securities  and  reducing  business 
loans  (Figure  4B-4),  and  by  (2)  increasing  their  capital 
from  increased  earnings  (partly  due  to  cost  reductions), 
reductions  in  dividend  payouts,  and  by  stock  issuance. 
U.S.-insured  corrunercial  banks  did  not  rely  primarily  on 
shifting  to  U.S.  Government  instruments  in  order  to  meet 


^  This  calculation  is  based  on  $1,721  trillion  in  total  assets  held  by  these 
banks,  an  82.2  percent  ratio  of  risk-adjusted  to  total  average  assets,  from  the 
Top  50  data  in  Table  4B-5  of  Statistical  Appendix  C  to  this  chapter,  and  the 
FDIC  deposit  base  data  from  Statistical  Appendix  C,  Table  4B-7B. 
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capital  requirements,"  perhaps  because  although  these 
assets  have  a  zero  weight  for  purposes  of  determining  the 
amount  of  risk- adjusted  assets,  the  continued  U.S.  lever- 
age requirement  still  requires  "Tier  1"  or  "core"  capital 
equivalent  to  a  minimum  4  percent  of  total  bank  assets. 
Rather  than  just  expanding  their  holdings  of  U.S.  govern- 
ment instruments,  "asset  shrinkage"  by  U.  S. -insured  banks 
was  accomplished  largely  by  increasing  rapidly  their 
holdings  of  higher  yield  mortgage-backed  securities,  and 
this  accounted  for  over  90  percent  of  the  overall  rise  in 
total  securities  held  by  these  banks  since  1987  (Figure  4B- 
5) .  Thus  an  indirect  impact  of  this  shift,  partly  in  response 
to  increased  capital  requirements,  appears  to  be  increased 
liquidity  in  the  housing  market  and  a  greater  ability  to 
adjust  to  the  asset  quality  problems  which  banks  in  many 
regions  have  experienced  in  residential  real  estate.  Over 
90  percent  of  these  mortgage-backed  securities  are  guar- 
anteed in  some  form  by  the  Federal  Government. 

Foreign  Banks-No  Offset  to  U.S. 
Banks'  Lending  Decline 

Business  loans  reported  by  U.S.  banks  declined 
sharply  in  1 99 1 ,  down  over  $42  billion  following  a  small 
decline  in  1990.  Aggregate  U.S.  business  lending  by  U.S. 
branches  and  agencies  of  Japanese  banks  fell  as  well, 
decreasing  by  $7  billion  in  1991,  and  reflected  largely 
sharp  reductions  in  direct  lending,  or  loans  held,  by  U.S. 


offices  of  four  of  Japan's  and  the  world's  larger  banks." 
The  decreased  lending  by  these  and  other  Japanese  banks 
reflected  their  difficulties  in  meeting  minimimi  interna- 
tional capital  standards,  due  to  a  sharp  reduction  in  the 
values  of  the  non-bank  stocks  they  held  as  assets.^*  Japa- 
nese banks'  international  assets  (those  assets  held  or 
controlled  by  offices  outside  the  home  country)  fell  8.9 
percent  from  $2.12  trillion  in  1990to$1.93  trillion  at  the 
end  of  1991. 

While  non- Japanese  banks  reported  increased  U.S. 
lending  of  $20.4  billion  in  1991,  this  apparent  offset  did 
not  represent  new  busmess  lending  to  U.S.  companies. 
Rather,  it  represented  offshore  loans  to  U.S.  businesses 
that  were  shifted  or  rebooked  to  U.S.  offices  of  Canadian 
and  E\iropean  banks.  In  fact,  business  loan  rebookings  to 
onshore  U.S.  locations  by  only  four  banks,  one  each  fi-om 
Canada,  Switzerland,  Netherlands,  and  France,"  equalled 
the  total  reported  lending  rise  by  non- Japanese  banks 
(Statistical  Appendix  C,  Table  4B-6),  confirming  that 
foreign  as  well  as  domestic  banks  decreased  business 
lending  in  the  United  States  in  1991.  According  to  data 
collected  by  the  Federal  Reserve  Board,  large  non- Japa- 
nese weekly-reporting  foreign  banks  operating  in  the 
United  States  began  to  shift  loans  from  offshore  to  onshore 
offices  in  early  1 99 1 ,  mainly  in  response  to  the  December 
1990  reduction  from  three  to  zero  percent  in  the  FRB 
Eurocurrency  reserve  requirement  for  fimding  U.S.  loans 
by  foreign  banks  operating  in  the  United  States. 


Figure  4B-5 

Mortgage-Backed  and  Other  Securities  Held  in 
the  United  States  by  U.S.-lnsured  Banks 
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Source:  Inside  Monga%e  SecurMes;  published  by  Inside  Fortgage  Finance  Publications,  Inc. 
Bethesda,  Marytand. 


^*  See  the  newsletter,  Inside  Mortgage  Securities,  published  by  Inside 
Mortgage  Finance  Publications,  Inc.,  various  issues,  (Bethesda,  Maryland). 
^  Sanwa  Bank,  Dai-Ichi  Kangyo  Bank,  Sakura  Bank,  and  Mitsui  Trust  and 
Banking  Company  (see  Statistical  Appendix  C,  Table  4B-6).  Table  4B-6 
in  Statistical  Appendix  C  contains  a  listing  of  the  25  largest  foreign  bank 
families  in  the  United  States,  world  ranks  based  on  asset  size  of  the  parent 
bank,  and  1990-1991  changes  in  U.S.  assets  and  business  loans. 
^Japanese  banks  may  include  as  part  of  supplementary  or  "Tier  2"  capital 
up  to  45  percent  of  the  unrealized  gains  on  nonbank  stocks. 
"  Bank  of  Nova  Scotia,  Algemene  Bank  Nederland,  Union  Bank  of 
Switzerland,  and  Societe  Generale,  Paris.    All  of  these  banks  reported 
increases  in  C&I  loans  in  1991  ranging  fk>m  $3.5  to  $6  billion  (Statistical 
Appendix  C,  Table  4B-6). 
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Foreign  Direct  Investment  in  the  United 
States:  The  Data  Link  Project  and 
Establishment  Data  for  1 987^ 


by  Ned  G.  Howenstine  and  William  J.  Zeile"^ 


With  the  completion  of  the  initial  phase  of  the  project 
linking  data  from  the  Bureau  of  Economic  Analysis  (BE  A) 
and  the  Bureau  of  the  Census  in  Jime  1992,^  data  on  U.S. 
affiliates  are  now  available  on  an  establishment,  or  plant, 
basis  for  the  first  time.  Before  the  link  project,  most  data 
on  U.  S.  affiliates  were  from  BEA  and  were  available  on  an 
enterprise,  or  company,  basis.  The  BEA  enterprise  data 
are  classified  primarily  on  an  "industry  of  affiliate"  basis; 
that  is,  affiliates  are  classified  in  the  industry  in  which  they 
have  the  largest  sales.  For  example,  if  5 1  percent  of  an 
affiliate's  sales  are  in  wholesaling,  and  49  percent  in  the 
manufacture  of  autos,  data— FDI  position,  property,  plant 
and  equipment  spending,  sales,  employment,  value  added, 
payroll  ~  are  grouped  under  wholesaling.  BEA  data  on 
sales  and  employment  are  also  disaggregated  by  "industry 
of  sales,"  which  more  closely  approximates  the  actual 
activities  of  the  affiliate.' 

The  data  link  project  provides  more  detailed  and 
precise  information  about  the  industrial  activities  of  U.S. 
affiliates  than  the  BEA  enterprise  data.  The  new  data 
cover  the  number,  employment,  payroll,  and  shipments  or 
sales  of  the  establishments  of  U.S.  affiliates  of  foreign 
companies  in  1987."  The  data  are  disaggregated  by 
industry  in  much  finer  detail  than  previously  available 
(more  than  800  industries,  up  from  135). 

The  initial  data  link  covered  1987  because  that  was 
a  benchmark,  or  census,  year  for  both  agencies.  In  late 
1993,  expanded  information  will  be  published  for  1989 
and  1990  on  the  manufacturing  establishments  of  U.S. 


*Senior  economist  and  economist  in  the  Research  Branch,  International 
Investment  Division,  Bureau  of  Economic  Analysis,  U.S.  Department  of 
Commerce. 

'The  chapter  is  an  adaptation  and  extension  of  "Foreign  Direct  Investment 
in  the  United  States:  Establishment  Data  for  1987",  Survey  of  Current 
Business,  October  1992  (Vol.  72,  No.  10),  pages  44-78.  It  presents  only 
summary  data  from  the  project.  For  more  detailed  data,  see  Bureau  of 
Economic  Analysis  and  Bureau  of  the  Census,  Foreign  Direct  Investment 
in  the  United  States:  Establishment  Data  for  J  987  (W&shington.DC:  U.S. 
Government  Printing  Office,  June  1992). 

^In  addition  to  the  exchange  of  data  with  the  Census  Bureau,  the  Foreign 
Direct  Investment  and  International  Financial  Data  Improvements  Act  of 
1990  also  authorized  BEA  to  give  the  Bureau  of  Labor  Statistics  (BLS) 
access  to  its  foreign  direct  investment  data  so  that  BLS  could  identify 
foreign-owned  establishments  in  its  data  base.  Last  year,  BLS  released  data 
on  the  number,  employment,  and  payroll  of  foreign-owned  establishments 
in  1989  and  1990. 


affiliates;  this  information  will  include  most  of  the  items 
covered  by  the  Census  Bureau's  Annual  Survey  of  Manu- 
factures. 

The  overall  conclusions  in  Chapter  4  on  the  opera- 
tions of  U.S.  affiliates  are  buttressed  by  the  data  from  the 
data  link  project  reported  in  this  chapter.  The  new  data 
enable  comparison  of  foreign-owned  firms'  activities  with 
those  of  U.S.-owned  firms  at  the  establishment  level, 
allowing  assessments  of  foreign-owned  firms'  market 
shares,  employment  shares,  and  skill  levels.  The  data 
available  on  an  enterprise  basis  involved  industry  compa- 
rability problems  that  often  clouded  the  firmness  of  con- 
clusions. Moreover,  the  new  data  permit  analysis  of 
questions  which  previously  could  not  completely  be  ad- 
dressed using  only  BEA  data.  For  example,  data  from  the 
link  project  are  detailed  enough  to  adjust  for  differences 
in  industry  mix.  By  standardizing  for  industry  mix  of 
foreign-owned  and  U.S. -owned  establishments,  the  extent 
to  whichU.S.  affiliates  pay  higherwages  than  U.S.-owned 
firms,  because  they  are  concentrated  in  higher  wage 
indusfries  rather  than  because  they,  in  fact,  are  paying 
higher  wages  within  given  industries,  can  be  determined. 
Similarly,  the  new  data  allow  more  detailed  analysis  of  the 
industry  characteristics  of  FDI  by  country  of  owner,  in 
terms  of  capital  intensity,  skill  levels,  and  R&D  intensity. 
The  link  project  also  provides  much  more  detailed  indus- 
try data  within  individual  states;  previously,  only  data  by 
state  broken  down  into  a  few  broad  industry  categories 
were  published. 

The  establishment  data  for  U.S.  affiliates  shed  new 
light  on  the  characteristics  of  FDIUS  and  help  answer  key 
questions,  such  as  the  following: 

'See  Appendix,  Glossary,  for  complete  definitions  of  industry  of  afTiliate 
and  industry  of  sales. 

*  A  U.S.  affiliate  is  a  U.S.  business  enterprise  that  is  owned  10  percent  or 
more,  directly  or  indirectly,  by  a  foreign  person.  "Person"  is  broadly 
defined  to  include  any  individual,  corporation,  branch,  partnership,  associ- 
ated group,  association,  estate,  trust,  or  other  organization  and  any  govern- 
ment (including  any  corporation,  institution,  or  other  entity  or  instrumen- 
tality of  the  government).  For  convenience,  the  establishments  of  U.S. 
affiliates  of  foreign  companies  are  sometimes  referred  to  in  this  chapter  as 
"foreign-owned  establishments."  The  data  presented  here  for  these  estab- 
lishments are  not  adjusted  forpercentage  of  foreign  ownership.  Thus,  for 
example,  the  employment  data  include  all  employees  of  any  given  estab- 
lishment, even  though  the  foreign  investor  may  own  less  than  100  percent 
of  the  affiliate  to  which  the  establishment  belongs. 


51 


•  How  much  of  U.S.  industry  is  owned  by  foreign 
companies?  The  new  data  indicate  that  foreign- 
owned  establishments  accounted  for  only  4  percent 
of  the  employment  of  U.S.  businesses.  In  manufac- 
turing, foreign-owned  establishments'  employment 
share  was  7  percent.  In  nearly  one-half  of  459 
detailed  manufacturing  industries,  foreign-owned 
establishments'  employment  shares  were  less  than  5 
percent;  their  employment  share  exceeded  25 
percent  in  only  5  percent  of  these  industries.  In  a 
very  small  number  of  industries,  these  establish- 
ments accounted  for  over  50  percent  of  all-U.S.- 
business  employment. 

•  Where  do  foreign  companies  locate  their  U.S. 
operations?  Over  one-fourth  of  the  employment  by 
foreign-owned  establishments  is  in  three  States — 
California,  New  York,  and  Texas;  their  share  of  total 
State  employment  is  largest  in  Delaware  (13 
percent)  and  Hawaii  (7  percent). 

•  How  does  the  compensation  of  employees  of 
foreign-owned  businesses  compare  with  that  of  U.S.- 
owned  businesses?  According  to  the  new  data,  the 
payroll  per  employee  of  foreign-owned  establish- 
ments was  29  percent  higher  than  that  of  U.S. - 
owned  establishments.  In  manufacturing,  it  was  12 
percent  higher.  However,  most  of  this  difference 
was  due  to  foreign-owned  establishments'  concen- 
tration in  industries  with  relatively  high  payroll  per 
employee.  For  example,  for  the  201  manufacturing 
industries  with  more  than  10  foreign-owned  estab- 
lishments, their  payroll  per  employee  was  9  percent 
higher  than  that  for  U.S.-owned  establishments,  but 
after  adjustment  for  differences  in  industry  mix,  the 
difference  was  only  3  percent. 

•  Do  foreign-owned  establishments  employ  larger 
amounts  of  capital  and  skilled  labor  than  other 
establishments?  They  tend  to  be  in  industries  that 
rely  more  on  physical  capital  (plant  and  equipment): 
The  average  employment  share  for  foreign-owned 
establishments  was  significantly  higher  in  the  50 
most  capital-intensive  manufacturing  industries  than 
it  was  in  the  50  least  capital-intensive — 15  percent, 
compared  with  4  percent.  Similarly,  they  tend  to  be 
in  industries  that  have  a  more  skilled  labor  force: 
The  average  employment  share  for  foreign-owned 
establishments  was  significantly  higher  in  the  50 
most  skill-intensive  manufacturing  industries  than  it 
was  in  the  50  least  skill-intensive — 13  percent, 
compared  with  2  percent. 

•  Do  foreign-owned  establishments  spend  relatively 
more  for  research  and  development  than  other 
establishments?  This  cannot  be  measured  directly 
with  the  new  data;  however,  foreign-owned  estab- 


lishments tend  to  be  concentrated  in  the  U.S. 
industries  with  the  most  research  and  development 
activity.  In  the  manufacturing  industries  with  the 
highest  research  and  development  activity,  the 
average  share  of  total  employment  for  foreign- 
owned  establishments  was  12  percent,  considerably 
above  their  average  employment  share  of  7  percent 
in  all  other  manufacturing  industries. 

This  chapter  explores  these  and  other  questions  that 
can  be  addressed  using  the  new  establishment  data.  The 
remainder  of  the  chapter  consists  of  four  sections  and  a 
technical  note.  The  first  section  explains  how  the  estab- 
lishment data  differ  fi"om  and  complement  the  enterprise 
data  on  FDIUS  that  BEA  collects.  The  second  provides  an 
overview  of  the  establishment  data  for  1987.  The  third 
compares  the  payroll  per  employee  of  foreign-owned  and 
U.S.-owned  manufacturing  establishments.  The  fourth 
examines  characteristics  of  the  manufacturing  industries 
in  which  foreign-owned  establishments  are  most  active. 
The  technical  note  describes  differences  between  the 
establishment  and  enterprise  data  in  terms  of  coverage, 
definition,  measurement,  and  classification. 


Establishment  and  Enterprise  Data 
Compared 

Because  the  establishment  data  more  precisely  mea- 
sure activities  in  particular  industries  and  are  more  de- 
tailed than  enterprise  data,  they  are  especially  usefial  for 
analyzing  the  activities  and  importance  of  U.S.  affiliates 
of  foreign  companies  in  specific  industries.  On  an  estab- 
lishment basis,  data  are  collected  for  each  plant  or  location 
of  an  enterprise,  and  these  data  are  classified  by  industry 
according  to  the  major  activity  of  that  plant  or  location.  On 
an  enterprise  basis,  in  contrast,  all  of  a  company's  plants 
or  locations  are  consolidated  in  a  single  report  and  classi- 
fied in  a  single  industry — ^the  one  that  accounts  for  the 
largest  share  of  the  company's  activity.  Because  U.S. 
affiliates  are  often  highly  diversified,  they  are  likely  to 
have  activities  in  industries  other  than  the  one  in  which 
they  are  classified. 

Establishment  data  also  provide  industry  informa- 
tion in  greater  detail  than  is  appropriate  for  enterprise  data. 
Because  enterprises  may  be  diverse,  it  is  not  meaningful 
to  classify  them  in  industries  that  are  narrowly  defined. 
Consequently,  in  the  BEA  data,  enterprises  are  classified 
only  at  a  level  that  roughly  approximates  the  Standard 
Industrial  Classification  (SIC)  three-digit  level.  At  this 
level,  there  are  135  industries.  Individual  establishments 
are  less  diversified  than  enterprises,  and  they  can  be 
meaningfully  classified  at  a  more  detailed  level;  accord- 
ingly, in  the  new  establishment  data,  they  are  classified  at 
the  SIC  four-digit  level,  which  includes  over  800  indus- 
tries. 
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In  addition,  the  establishment  data  provide  much 
more  detailed  industry  data  within  individual  States  than 
has  been  available  in  the  past.  Previously,  data  by  State 
were  available  only  for  the  major  industry  divisions  and 
for  a  few  two-digit  industries.  The  establishment  data 
expand  the  maximum  detail  shown  by  State  to  the  SIC 
four-digit  level. 

The  establishment  data  for  U.S.  affiliates  comple- 
ment BEA's  enterprise  data,  which  are  needed  for  analyz- 
ing the  overall  significance  of,  and  trends  in,  FDIUS  and 
for  compiling  the  U.S.  international  transactions  accounts, 
the  international  investment  position  of  the  United  States, 
and  the  U.S.  national  income  and  product  accounts.  The 
data  on  positions  of  and  transactions  between  U.S.  affili- 
ates and  their  foreign  parents  exist  only  at  the  enterprise 
level.  Iq  addition,  analyses  of  some  topics,  such  as  profits 
and  taxes,  are  appropriate  only  at  the  enterprise  level 
because  the  critical,  nonduplicative  financial  and  operat- 
ing data — such  as  balance  sheets  and  income  statements — 
that  are  needed  for  these  purposes  exist  only  at  that  level. 

At  the  aggregate  level,  total  1987  employment  of 
foreign-owned  establishments  from  the  Census  Bureau 
establishment  data  is  virtually  equal  to  total  employment 
of  foreign-owned  enterprises  from  the  BEA  data.  About 
90  percent  of  the  BEA  affiliates  with  employment  linked 
to  one  or  more  Census  Bureau  establishments,  and  these 
affiliates  accounted  for  97  percent  of  all  affiliate  employ- 
ment. The  linked  affiliates'  employment  was  almost  the 
same  in  BEA's  enterprise  data  and  the  Census  Bureau 
establishment  data— 3,229,200  and  3,228,900,  respec- 
tively. The  300-employee  difference  reflects  the  net 
effect  of  differences  in  coverage,  definition,  andmeasure- 
ment.  (These  differences  are  discussed  in  the  technical 
note  at  the  end  of  this  chapter). 

Although  close  at  the  aggregate  level,  the  BEA  and 
Census  Bureau  data  for  individual  industries  often  dif- 
fered significantly.  The  differences  tended  to  be  largest 
for  the  industries  that  contained  a  concentration  of  highly 
diversified  enterprises — ^that  is,  enterprises  with  signifi- 
cant portions  of  their  activities  accounted  for  by  establish- 
ments in  secondary  industries.  The  larger  enterprises  in 
wholesale  trade  and  manufacturing  tended  to  be  particu- 
larly diversified.  Almost  one-half  of  the  employment  of 
foreign-owned  enterprises  in  wholesale  trade  was  ac- 
counted for  by  establishments  in  secondary  industries — 
mainly  manufacturing,  retail  trade,  and  services.  Simi- 
larly, about  one-fourth  of  the  employment  of  foreign- 
owned  enteiprises  in  manufacturing  was  accounted  for  by 
establishments  in  secondary  industries — mainly  whole- 
sale trade,  retail  trade,  services,  and  mining. 

Overview  of  the  1 987 
Establishment  Data 

The  data  link  project  showed  that  in  1987,  foreign- 
owned  U.S.  companies  had  66,900  establishments  em- 


ploying 3,228,900  workers  with  a  payroll  of  S8 1 . 1  billion. 
These  foreign-owned  establishments  accounted  for  1  per- 
cent of  the  number,  4  percent  of  the  employment,  and  5 
percent  of  the  payroll  of  all  U.S.  business  establishments.* 
Their  shares  of  employment  and  payroll  were  larger  than 
their  share  of  the  number  of  establishments  because  they 
tend  to  be  larger,  on  average,  than  U.S. -owned  establish- 
ments. Also,  foreign-owned  establishments  tend  to  be 
more  concentrated  in  industries,  such  as  manufacturing,  in 
which  establishments  were  relatively  large. 

Table  5-1  shows,  at  a  highly  aggregated  industry 
level,  each  of  the  items  available  for  foreign-owned 
establishments:  Number  of  establishments,  employment, 
payroll,  and  shipments  or  sales.* 

By  Industry 

Among  the  major  industries,  foreign-owned  estab- 
lishments' shares  of  all-U.S. -business  employment  were 
largest  in  mining  (14  percent),  manufacturing  (7  percent), 
and  wholesale  trade  (6  percent).  Foreign-owned  establish- 
ments also  accounted  for  relatively  large  shares  of  payroll 
and  shipments  in  these  industries:  In  mining,  17  percent 
of  both  payroll  and  shipments;  in  manufacturing,  8  percent 
of  payroll  and  10  percent  of  shipments;  and  in  wholesale 
trade,  8  percent  of  payroll  and  1 5  percent  of  shipments.  In 
order  to  simplify  the  discussion  and  because  shipments  or 
sales  data  are  not  available  for  some  mdustries  (see 
footnote  5),  the  remainder  of  this  section  focuses  on 
employment. 

Employment  shares  for  foreign-owned  establish- 
ments were  smallest  in  agricultural  services,  forestry,  and 
fishing  and  in  construction  (1  percent  in  each).  They  were 
also  relatively  small  in  transportation  and  public  utilities 
and  in  services  (2  percent  in  each). 

Among  the  manufacturing  industries  shown  in  Table 
5- 1 ,  employment  shares  for  foreign-owned  establishments 
were  largest  in  chemicals  (2 1  percent),  petroleum  and  coal 
products  (16  percent),  stone,  clay,  and  glass  products  (12 
percent),  primary  metal  industries  (1 1  percent),  and  elec- 
tric and  electronic  equipment  (1 1  percent).  Shares  were 
smallest  in  apparel  and  other  textile  products  ( 1  percent), 
"other  manufacturing"  (2  percent),  lumber  and  wood 


'  The  all-U.S.-business  data  used  forthese  comparisons  were  taken  from  the 
Census  Bureau's  Economic  Censuses  and  County  Business  Patterns  pub- 
lications. Together,  the  data  in  these  publications  pn.>vide  baiad  coverage 
of  the  U.S.  economy,  accounting  for  about  97  percent  of  private  U.S. 
employment  in  1987.  In  terms  of  types  of  establishments,  industries,  and 
geographic  areas  of  the  United  States,  the  coverage  of  the  all-U.S.-business 
data  is  the  same  as  that  for  foreign-owned  establishments  (see  the  technical 
note  at  the  end  of  this  chapter). 

'  Shipments  or  sales  data  are  available  only  for  foreign-owned  establish- 
ments in  industries  covered  by  the  Census  Bureau's  1987  Economic 
Censuses,  which  consist  of  the  Census  of  Retail  Trade.  Census  of  Whole- 
sale Trade,  Census  of  Service  Industries.  Census  of  Transportation,  Census 
of  Manufactures,  Census  of  Mineral  Industries,  and  Census  of  Construction 
Industries. 
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Table  5-1 
Overview  of  Establishment  Data  for  U.S.  Affiliates,  by  Industry  of  Establishment,  1 987 


Number  Number 

ofestab-  of 

Industry                                                      Usbments  employees 

All  industries 66.878  3.228.896 

Agricultural  services,  forestry,  &  fishing  ..  96  2,106 

Mining 1,299  97,622 

Construction/2/ 643  51,422 

Manufacturing 8.151  1.311.398 

Food  &  kindred  products 747  110,164 

Textile  mill  products 116  29,319 

Apparel  &  other  textile  products 57  9,466 

Lumber  &  wood  products 130  13,849 

Furniture  &  fixtures 69  15,406 

Paper  &  allied  products 273  43,261 

Printing  &  publishing 456  51,761 

Chemicals  &  allied  products 1,148  171,759 

Petroleum  &  coal  products  manufacturing  213  18,201 

Rubber  &  miscellaneous  plastics  products  417  64,220 

Stone,  clay,  &  glass  products 849  64,525 

Primary  metal  industries 311  78,119 

Fabricated  metal  products 401  61,434 

Machinery,  except  electrical ^ 675  115,976 

Electric  &  electronic  equipment 562  170,320 

Transportation  equipment 163  55,783 

Of  which: 

Motor  vehicles  &  equipment 97  40,456 

Instruments  &  related  products 320  72,839 

Other  manufacturing/3/ 170  34,284 

Administrative  &  auxiliary 1,074  130,712 

Transportation  &  public  utilities/4/ 2,164  94,284 

Wholesale  trade 12,789  343,348 

Of  which: 

Motor  vehicles  &  equipment 839  30,233 

Retail  trade 24,403  628,793 

Finance,  insurance,  &  real  estate/2/ 8,316  3 10,852 

Services 9,058  390,674 

Private  education  &  noncommercial 

establishments 14  225 

Unclassified  establishments 47  567 


U.S.  afflUates  as  a 
MUlloPsofdPll^rs  perceBtage  of  aU  U.S.  businesses^ 

Shipments      Estab-  Shipments 

PavroU  or  sales      Usbments    Employment    Payroll        or  sales 


81.065 

51 

3,645 

1,647 

36.696 

2,583 

557 

154 

279. 

257 

1,240 

1,277 

5,732 

679 

1,551 

1,681 

2,292 

1,607 

3,193 

4,028 

1,568 

1,141 

1,980 

720 

5,318 

2,339 


n.a. 

26,525 

9,142 

237.106 

28,504 

2,794 

802 

1,840 

1,266 

8,319 

6,426 

54,599 

26,197 

8,319 

9,275 

17,834 

7,305 

14,289 

21,438 

14,679 

12,890 

7,761 

5,458 

n.a. 

n.a. 


10,907 

380,137 

881 

79,851 

7,096 

54,022 

12,120 

n.a. 

6,611 

16,302 

6 

13 

15 

n.a. 

1.1 

0.1 

3.9 

0.1 

2.2 
3.6 
1.9 
0.2 
0.4 
0.6 
4.3 
0.7 
9.5 
9.5 
2.9 
5.2 
4.7 
1.1 
1.3 
3.5 
1.6 

2.2 

3.1 

0.6 

10.8 

1.0 

2.7 

1.8 

1.6 

1.6 

0.6 

0.1 
0.1 


3.7 

0.5 

14.0 

1.0 

6.9 

7.6 

4.4 

0.9 

2.0 

3.0 

7.1 

3.5 

21.1 

15.7 

7.7 

12.3 

11.1 

4.2 

6.3 

10.9 

3.1 

5.4 

7.4 

1.9 

10.6 

1.8 

6.1 

6.3 

3.5 

4.6 

2.4 

0.1 
0.3 


4.7 

0.8 

16.8 

1.5 


16.8 


1.8 


7.7 

9.6 

8.5 

8.6 

4.9 

4.5 

1.1 

1.2 

2.2 

2.6 

2.8 

3.4 

7.4 

7.6 

3.8 

4.7 

22.9 

23.8 

17.0 

20.1 

8.8 

9.6 

13.6 

15.1 

11.6 

14.8 

4.6 

5.0 

6.3 

6.6 

10.4 

12.5 

2.7 

4.4 

4.8 

6.3 

6.9 

7.2 

1.3 

8.8 

11.3 

n.a. 

1.7 

n.a. 

8.2 

15.1 

8.9 

24.4 

4.0 

3.6 

7.1 

n.a. 

2.3 

2.1 

0.1 

0.1 

0.3 

n.a. 

n.a.:  Not  available. 

1.  In  accordance  with  Census  Bureau  practice,  percentages  between  0  and  0.15  are  shown  as  0.1. 

2.  Includes  "land  subdividers  and  developers,  except  cemeteries"  (SIC  6552). 

3.  Consists  of  the  following  SIC  two-digit  industries:  Tobacco  products,  leather  and  leather  products,  and  miscellaneous  manufacturing  industries. 

4.  Excludes  railroads. 

NOTE. — ^In  this  table,  unlike  in  most  BEA  tables  published  elsewhere  on  direct  investment,  petroleum  is  not  shown  as  a  separate  major  industry.  Instead, 
in  order  to  be  consistent  with  Census  Bureau  practice,  data  for  the  various  petroleum  subindustries  are  distributed  among  the  other  major  industries.  Thus, 
manufacturing  includes  petroleum  and  coal  products,  wholesale  trade  includes  petroleum  wholesale  trade,  retail  trade  includes  gasoline  service  stations, 
and  so  on. 
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Table  5-2 

Distribution  of  Manufacturing  Industries 

by  Foreign-Owned  Establishnnents' 

Employnnent  Share,  1 987 


Percent  of  total  industry 
employment  by  foreign-owned 
establishments 


0 

0.1- 
5.0- 

4.9 

9.9 

10.0 

-  14.9 

15.0 

-  19.0 

20.0 
25.0 

-24.9 

or  more 

Number  of 
industries 

35 

175 

114 

60 

29 

21 

25 


products  (2  percent),  furniture  and  fixtures  (3  percent), 
and  transportation  equipment  (3  percent).  Within  trans- 
portation equipment,  foreign-owned  establishments'  share 
of  total  employment  in  motor  vehicle  manufacturing, 
which  includes  both  automobile  and  truck  manufacturing, 
was  5  percent. 

At  the  SIC  four-digit  level,  foreign-owned  establish- 
ments had  operations  in  424  of  the  459  industries  in 
manufacturing.  Their  shares  of  total  employment  varied 
considerably  across  these  424  industries.  In  175  of  these 
industries,  foreign-owned  establishments  accounted  for 
under  5  percent  of  total  employment,  whereas  in  25 
industries,  they  accoxmted  for  over  25  percent  (Table  5-2). 
In  a  few  of  the  industries  in  the  latter  group,  they  accounted 
for  over  50  percent  of  total  employment.  For  example,  in 
both  hydraulic  cement  and  noncellulosic  organic  fibers 
(which  consists  mainly  of  polyester  and  nylon  manufac- 
turing), foreign-owned  establishments  accounted  for  more 
than  60  percent  of  total  employment. 

As  might  be  expected,  most  of  the  four-digit  indus- 
tries with  the  largest  employment  shares  for  foreign- 
o^\'ned  establishments  were  in  the  two-digit  industries 
with  the  largest  shares  for  foreign-owned  establishments. 
For  example,  of  the  25  four-digit  industries  in  which  the 
foreign-owned  share  was  25  percent  or  more,  9  were  in 
chemicals,  5  were  in  primary  metals,  and  3  were  in  electric 
and  electronic  equipment.  However,  some  were  in  the 
two-digit  industries — such  as  food,  textiles,  and 


'  An  "ultimate  beneficial  owner"  (UBO)  is  that  person,  proceeding  up  a 
U.S.  affiliate's  ownership  chain,  beginning  with  and  including  the  foreign 
parent,  that  is  not  owned  more  than  50  percent  by  another  person.  A 
"foreign  parent"  is  the  first  person  outside  the  United  States  in  a  U.S. 
affiliate's  ownership  chain  that  has  a  direct  investment  interest  in  the 
affiliate.  Note  that  a  UBO,  unlike  a  foreign  parent,  may  be  a  U.S.  person. 
A  U.S.  affiliate  (and  its  establishments)  must,  by  definition,  have  a  foreign 
parent  (that  is,  a  foreign  person  must  own  at  least  10  percent  of  it),  even  if 
the  UBO  is  a  U.S.  person. 


nonelectrical  machinery — in  which  foreign-owned  estab- 
lishments had  relatively  small  employment  shares. 

By  Country 

Establishments  with  ultimate  beneficial  owners 
(UBO' s)  in  the  United  Kingdom  and  Canada  had  by  far  the 
largest  employment.'  British-owned  establishments  had 
662,000  employees — 20  percent  of  all  employment  by 
foreign-owned  establishments.  Canadian-owned  estab- 
lishments had  540,000  employees,  1 7  percent  of  the  total. 
The  next  largest  employers  were  German-owned  estab- 
lishments, with  392,000  employees  (12  percent),  and 
Japanese-owned  establishments,  with  296,000  employees 
(9  percent). 

In  manufacturing,  the  distribution  of  employment 
by  country  of  UBO  was  similar  to  that  for  all  industries 
combined.  In  mining,  establishments  with  UBO's  in 
Canada,  the  United  Kingdom,  and  the  Netherlands  had  the 
largest  employment.  In  wholesale  trade,  establishments 
with  UBO's  in  Japan  had  the  largest  employment;  estab- 
lishments with  UBO's  in  the  United  Kingdom  and  Ger- 
many also  had  sizable  employment. 

Within  manufacturing,  distributions  of  employment 
by  coimtry  of  UBO  varied  substantially  among  individual 
industries.  An  example  isthe  distributions  for  stone,  clay, 
and  glass  products  and  for  electric  and  electronic  equip- 
ment— two  of  the  manufacturing  industries  in  which  for- 
eign-owned establishments  accounted  for  relatively  large 
shares  of  all-U.S. -business  employment.  In  stone,  clay, 
and  glass  products,  employment  was  highly  concentrated 
in  British-owned  establishments,  which  accounted  for  37 
percent  of  employment  by  all  foreign-owned  establish- 
ments in  the  industry.  In  contrast,  in  electric  and  elec- 
tronic equipment,  employment  by  foreign-owned  estab- 
lishments was  more  evenly  distributed:  Establishments 
with  UBO's  in  four  countries — the  United  Kingdom,  the 
Netherlands,  Japan,  and  Germany — each  accounted  for  14 
to  29  percent  of  employment  by  all  foreign-owned  estab- 
lishments in  the  industry. 

In  the  other  three  manufacturing  industries  in  which 
foreign-owned  establishments  accounted  for  relatively 
large  shares  of  all-U.S.-business  employment — chemi- 
cals, petroleum  and  coal  products,  and  primary  metals — 
the  distributions  of  employment  by  country  of  UBO  were 
neither  as  concentrated  as  that  for  stone ,  clay,  and  glass  nor 
as  dispersed  as  that  for  electric  and  electronic  equipment. 
In  chemicals,  establishments  with  UBO's  in  two  coim- 
tries — Canada  and  Germany — accounted  for  particularly 
large  shares  of  total  employment  by  foreign-o\Mied  estab- 
lishments. Similarly,  id  petroleum  and  coal  products, 
establishments  with  UBO's  in  the  Netherlands  and  in  the 
United  Kingdom  had  particularly  large  employment  shares. 
In  primary  metals,  establishments  with  UBO's  in  three 
countries — Japan,  Canada,  and  France — liad  particularly 
large  shares. 
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By  State 

The  States  with  the  largest  employment  by  foreign- 
owned  establishments  were  California  (376,000  employ- 
ees), New  York  (335,000),  and  Texas  (218,000).  The 
States  in  which  foreign-owned  establishments  accounted 
for  the  largest  shares  of  employment  were  Delaware  (13 
percent)  and  Hawaii  (7  percent).  The  next  largest  shares 
were  in  New  Jersey,  North  Carolina,  South  Carolina,  and 
West  Virginia  (6  percent  each). 

Inmanufacturing,  foreign-owned  establishments  had 
the  largest  employment  shares  in  Delaware  (38-75  per- 
cent), Alaska  (19  percent)  and  West  Virginia  (17  per- 
cent).* In  Delaware,  the  large  share  reflected  a  foreign 
owner's  minority  stake  in  a  U.S.  chemical  company  that 
had  substantial  employment  in  the  State.  In  Alaska, 
foreign-owned  establishments  accounted  for  ahnost  one- 
third  of  all  food  manufacturing  employment,  most  of 
which  was  in  fish  and  seafood  processing.  In  West 
Virginia,  foreign-owned  establishments  accoimted  for 
over  50  percent  of  chemicals  manufacturing  employment. 

In  mining,  foreign-owned  establishments  accounted 
for  significant  shares  of  total  employment  in  many  States. 
Over  50  percent  of  all  U.S.  mining  employment  was  in 
seven  States — Texas,  Louisiana,  Oklahoma,  California, 
Kentucky,  West  Virginia,  and  Pennsylvania — ^and  in  each 
of  these  States,  foreign-owned  establishments  accounted 
for  at  least  12  percent  of  the  mining  employment.  The 
largest  share — ^22  percent — was  in  West  Virginia.  In 
Texas,  Louisiana,  and  Oklahoma,  foreign-owned  estab- 
lishments had  particularly  large  employment  shares  in  oil 
and  gas  extraction.  In  California,  their  share  was  particu- 
larly large  in  nonmetallic  minerals  mining.  In  Kentucky, 
West  Virginia,  and  Pennsylvania,  they  had  a  particularly 
large  share  in  coal  mining. 


Payroll  per  Employee  of  Foreign- 

and  U.S.-Owned  Manufacturing 

Establishments 

A  key  question  concerning  foreign  direct  invest- 
ment is  how  the  compensation  of  employees  of  foreign- 
owned  businesses  compares  with  that  of  U.S.-owned 
businesses.  Data  from  the  link  project  on  payroll  per 
employee  indicate  that  the  foreign-owned  establishments 
overall  tend  to  pay  more  than  their  U.S.-owned  counter- 
parts, but  that  much  of  the  difference  reflects  industry-mix 
effects — that  is,  a  tendency  for  employment  by  foreign- 
owned  establishments  to  be  concentrated  in  industries 
with  above-average  payroll  per  employee.  The  remaining 
difference  may  reflect  such  factors  as  employee  skill 


'A  range,  rather  than  a  specific  amount,  is  shown  for  Delaware  because  the 
precise  amount  for  this  cell  is  suppressed  to  avoid  disclosing  confidential 
information  of  individual  companies. 


levels,  location,  hours  worked,  and  organization  of  labor 
markets. 

For  all  industries  combined,  payroll  per  employee 
for  foreign-owned  establishments  was  quite  high  relative 
to  that  for  U.S.-ovmed  establishments — $25,106,  or  29 
percent  higher  than  the  $19,416  for  U.S.-owned  establish- 
ments. However,  as  payroll  per  employee  at  successively 
lower  levels  of  aggregation  is  examined,  the  difference  in 
rates  of  pay  between  the  two  groups  of  establishments 
tends  to  shrink.  For  example,  the  differences  were  much 
smaller  or  negative — 1 2  percent,  14  percent,  and  minus  6 
percent,  respectively — ^inmanufacturing,  retail  trade,  and 
services — ^three  one-digit  SIC  industries  that  collectively 
accounted  for  nearly  three-fourths  of  employment  by 
foreign-ovmed  establishments.  The  remainder  of  this 
section  further  explores  the  difference  in  payroll  per 
employee  in  manufacturing,  the  industry  with  the  largest 
employment  by  foreign-owned  establishments. 

In  manufacturing,  payroll  per  employee  for  foreign- 
owned  establishments  was  $27,983,  12  percent  higher 
than  the  $24,886  for  U.S.-owned  establishments  (Appen- 
dix C,  Table  5-1).  At  the  two-digit  SIC  level,  payroll  per 
employee  was  higher  for  foreign-owned  than  for  U.S.- 
owned  establishments  in  most  manufactiu^ing  industries; 
for  one-half  of  the  two-digit  industries,  the  difference  was 
more  than  10  percent. 

In  some  cases,  the  results  for  the  two-digit  SIC 
industries  reflect  a  tendency  for  foreign-owned  establish- 
ments to  be  concentrated  in  the  four-digit  SIC  industries 
vidth  the  highest  payroll  per  employee.  For  example,  in 
stone,  clay,  and  glass  products  (a  two-digit  industry), 
payroll  per  employee  for  foreign-owned  establishments 
was  about  12  percent  higher  than  that  for  U.S.-owned 
establishments.  Much  of  this  difference,  however,  reflects 
foreign-owned  establishments'  large  share  of  employ- 
ment in  four-digit  industries,  such  as  flat  glass  and  hydrau- 
lic cement,  that  are  among  the  top  50  in  terms  of  payroll 
per  employee  and  their  very  low  share  of  employment  in 
four-digit  industries,  such  as  cut  stone  and  miscellaneous 
pottery  products,  characterized  by  low  payroll  per  em- 
ployee. 

Even  at  the  four-digit  level,  however,  payroll  per 
employee  of  foreign-owned  establishments  is  signifi- 
cantly higher  than  that  for  U.S.-owned  establishments  in 
many  industries.  In  100  of  the  201  four-digit  manufactur- 
ing industries  with  at  least  10  foreign-owned  establish- 
ments,' payroll  per  employee  for  foreign-owned  estab- 
lishments was  at  least  5  percent  higher  than  that  for  U.S.- 
owned  establishments;  in  contrast,  payroll  per  employee 
for  foreign-owned  establishments  was  at  least  5  percent 


'  In  industries  with  only  a  few  foreign-owned  establishments,  the  industry 
ratio  of  payroll  per  employee  maybe  distorted  by  the  special  circumstances 
of  one  or  more  establishments.  When  establishments  are  created  or  shut 
do  wn  during  the  year,  data  for  the  numerator  may  not  be  comparable  with 
data  in  the  denominator.  Because  of  this  problem,  the  payroll-per-em- 
ployee  comparisons  for  four-digit  industries  were  limited  to  industries  with 
at  least  10  foreign-owned  establishments. 
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lower  in  only  38  industries  (Table  5-3). 

Differences  in  payroll  per  employee  can  be  exam- 
ined from  a  somewhat  different  perspective  by  standard- 
izing the  industry  mix  of  both  foreign-owned  and  U.S.- 
owned  establishments,  in  order  to  isolate  the  effects  of 
within- industry  differences.  Unlike  the  above  analysis, 
which  counted  industries  with  above-  or  below-average 
payroll  per  employee  without  regard  to  industry  size,  this 
alternative  procedure  takes  account  of  industry  size,  giv- 
ing heavier  weight  to  the  larger  industries.  After  standard- 
izing for  differences  in  industry  mix,  only  about  a  third  of 
the  total  9-percent  difference  in  payroll  per  employee  for 
the  201  industries  is  found  to  be  attributable  to  a  higher 
payroll  per  employee  in  foreign-owned  establishments 
than  in  U.S. -owned  establishments  within  the  same  indus- 
try.'" 

Payroll  per  employee  for  foreign-owned  establish- 
ments may  have  been  higher  in  some  individual  industries 
because  these  establishments  had  an  occupational  mix 
weighted  more  heavily  with  higher  skilled  occupations 
than  other  establishments  in  the  same  industry,  perhaps 
reflecting  the  use  of  different  technologies.  Other  factors 
may  have  also  played  a  role.  For  example,  foreign-owned 
establishments  may  have  paid  higher  wage  rates  at  a  given 
skill  level  than  U.S.-owned  establishments  because  they 
tended  to  be  located  in  high-wage  areas  or  because  they 
fiaced  labor  market  conditions  that  differed  from  those 
faced  by  U.S.-owned  establishments.  The  relative  impor- 

"This  statement  is  based  on  the  results  of  the  following  decomposition  of 
the  $2,254  overall  difference  in  payroll  per  employee  in  the  201  manufac- 
turing industries  combined: 


tance  of  these  factors  caimot  be  assessed  with  currently 
available  data.  However,  in  late  1993,  additional  informa- 
tion from  the  project  linking  BEA  and  Census  Bureau  data 
will  facilitate  evaluation  of  their  relative  importance;  a 
key  series  will  be  data  on  the  hourly  wage  rates  paid  by 
foreign-owned  establishments. 

Characteristics  of  Manufacturing 

Industries  with  Substantial  Foreign 

Investment  Activity 

In  addition  to  examining  how  foreign-owned  estab- 
lishments differ  from  their  U.S.-owned  counterparts  (as 
was  done  for  compensation  of  employees  in  the  last 
section),  the  new  FDIUS  establishment  data  can  be  used  Ln 
conjunction  with  other  data  to  answer  another  key  ques- 
tion concerning  foreign  investment—namely ,  in  what  types 
of  U.S.  industries  are  foreign  businesses  most  likely  to 
invest?  This  section  constructs  a  profile  of  the  manufac- 
turing industries  in  which  FDIUS  is  most  prominent,  based 
on  data  on  the  characteristics  of  the  industry  as  a  whole. 
The  characteristics  examined—capital  intensity,  skill  level 
of  the  workforce,  plant  scale,  and  research  and  develop- 
ment (R&D)  activity"— are  those  for  which  data  are  readily 
available  and  are  among  those  frequently  mentioned  as 
being  important  determinants  of  foreign  direct  invest- 
ment.'^ Measures  of  capital  intensity,  skill  level,  and  plant 
scale  are  constructed  using  data  from  the  1987  Census  of 
Manufactures  for  459  separate  manufacturing  industries. 
R&D  activity  is  gauged  using  more  aggregated  data  for  54 
manufacturing  industries  from  a  BEA  survey  of  U.S. 
direct  investment  abroad.'^ 


where  p  =  payroll  per  employee  for  all  20 1  industries  combined 

p.=payroll  per  employee  for  industry  i 

s.=share  of  fth  industry  in  total  employment  of  the  201  industries 
The  superscript  "a"  denotes  data  for  foreign-owned  establishments,  and 
its     absence  denotes  data  for  U.S.-owned  establishments. 
The  first  term  on  the  right-hand  side  of  the  equation  measures  the  effects  of 
differences  in  industry  mix  ($1,495);  the  second  term  measures  the  effects 
of  within-industry  differences  in  payroll  per  employee  ($587);  and  the  third 
tenn  reflects  interaction  between  these  two  effects  ($172). 


Table  5-3 

Ratio  of  Payroll  per  Employee 

in  Foreign-owned  Establishments  to  that 

in  U.S.-owned  Establishments 


Ratio  range 

At  least  15  percent  lower 

Between  5  and  15  percent  lower .. 
Within  5  percent  lower  or  higher . 
Between  5  and  1 5  percent  higher . 
More  than  15  percent  higher 


Number  of 
industries 

12 
26 
63 
52 
48 


"  Data  on  several  of  these  characteristics,  which  are  now  available  only  for 
all  U.S.  businesses  in  each  industry,  will  become  separately  available  for 
foreign-owned  establishments  next  year,  when  the  link  is  expanded  to 
include  items  from  the  Annual  Survey  of  Manufactures. 
'^  For  example,  some  argue  that  foreign  direct  investment  will  be  under- 
taken mainly  by  firms  possessing  an  advantage,  such  as  proprietary  tech- 
nology or  superior  management,  that  offsets  the  disadvantages  associated 
with  operating  in  a  distant  and  alien  environment  Firms  N^ith  such 
advantages  tend  to  be  in  industries  requiring  advanced  technologies  or  a 
highly  skilled  workforce.  Forsummaries  of  these  and  other  factors  that  may 
influence  direct  investment  decisions,  see  Richard  E.  Caves,  Multinational 
Enterprise  and  Economic  Analysis  (Cambridge:  Cambridge  University 
Press,  1982),  and  John  Cantwell,  "A  Survey  of  Theories  of  International 
Production,"  in  C.N.  Pitelis  and  R-Sugden,  The  Nature  ofthe  Trans  national 
Firm  (London:  Routledge,  1991). 

''  A  question  of  major  interest  that  cannot  be  answered  from  the  industry 
data  is  the  degree  to  which  foreign-owned  establishments  utilize  "critical 
technologies"  affecting  national  security  or  long-term  economic  competi- 
tiveness. The  U.S.  Department  of  Defense  and  the  National  Critical 
Technologies  Panel  have  published  lists  of  critical  technologies  that  item- 
ize both  the  processes  that  use  such  technologies  and  the  specific  products 
that  embody  them.  However,  these  processes  and  products  cannot  be 
readily  associated  with  industry  information,  even  at  the  four-digit  level, 
because  most  industries  produce  a  mix  of  products,  some  of  which  embody 
critical  technologies  and  some  of  which  do  not  In  addition,  multiple 
technologies  may  exist  forproducing  some  products,  and  information  is  not 
available  to  determine  which  technologies  have  been  adopted  by  specific 
establishments. 
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The  statistical  analyses  of  the  data  on  foreign-owned 
establishments  and  characteristics  of  the  industry  as  a 
whole  indicate  that  in  1987: 

•  Foreign-owned  establishments  tended  to  be  more 
active  in  manufacturing  industries  characterized  by 
higher  capital  intensity.  In  the  most  capital- 
intensive  industries,  their  share  in  total  employment 
was  15.0  percent,  compared  with  a  share  of  only  4.2 
percent  in  the  least  capital-intensive  industries. 

•  Foreign-owned  establishments  were  more  concen- 
trated in  manufacturing  industries  that  require  a 
higher  level  of  employee  skill.  In  the  most  skill- 
intensive  industries,  their  average  employment  share 
was  12.5  percent,  compared  with  a  share  of  2.4 
percent  in  the  least  skill-intensive  industries. 

•  No  significant  relationship  existed  between  foreign 
ownership  activity  and  the  average  scale  of  plant 
operations. 

•  At  the  more  aggregated  level  of  54  manufacturing 
industries,  there  was  a  significant  tendency  for 
foreign-owned  establishments  to  operate  in  indus- 
tries with  the  most  R&D  activity.  Their  average 
share  of  employment  in  R&D-intensive  industries 
was  12.0  percent,  compared  with  a  7.3-percent  share 
m  other  industries. 

Capital  Intensity,  Skill  Level,  and  Plant  Scale 

Based  on  data  from  the  1987  Census  of  Manufac- 
tures, measures  of  capital  intensity,  skill  level,  and  plant 
scale  have  been  constructed  for  each  of  the  459  four-digit 
manufacturing  industries.  Capital  intensity  (the  utiliza- 
tion of  physical  capital  relative  to  labor)  is  measured  as  the 
nonpayroU  share  of  value  added  (the  share  of  factor 
payments  not  going  to  wages  and  salaries). '"•  Skill  level 
(sometimes  termed  human  capital  intensity)  is  measured 
in  two  ways:  (1)  Payroll  cost  per  employee,  whichreflects 
both  occupational  structure  and  the  accumulation  of  skills 
within  occupations,  and  (2)  wages  per  hour  of  production 
workers,  a  less  comprehensive  measure  that  reflects  the 
skills  of  production  workers  only.  Plant  scale  (the  average 
scale  of  plant  operations  in  an  industry)  is  measured  as 
value  added  per  establishment. 

The  measures  of  capital  intensity,  skill  level,  and 
plant  scale  are  related  to  foreign  investment  activity, 
measured  as  the  share  of  industry  employment  accoimted 
for  by  foreign-owned  establishments  (Appendix  C,  Table 
5-2).  Across  the  459  industries,  foreign  investment  activ- 
ity is  most  strongly  correlated  with  capital  intensity  (mea- 


'*  Because  the  data  needed  to  measure  it  directly  are  not  available,  capital 
intensity  is  measured  indirectly  by  the  share  of  factor  payments  not  going 
to  labor. 


sured  as  the  nonpayroU  share  of  value  added),  suggesting 
that  foreign-owned  establishments  were  most  active  in 
industries  with  automated  production  processes.  The 
average  value  of  this  measure  increases  from  less  than  60 
percent  in  the  35  industries  in  which  foreign-owned  estab- 
lishments have  zero  employment  to  about  70  percent  in  the 
29  industries  in  which  the  foreign-owned  establishments' 
share  of  employment  ranged  from  15  to  20  percent.  The 
average  is  66  percent  in  the  25  industries  with  the  most 
foreign  investment  activity. 

The  tendency  for  foreign-owned  establishments  to 
operate  in  capital-intensive  industries  can  also  be  seen  by 
comparing  their  activity  in  the  50  most  capital-intensive 
industries  with  their  activity  in  the  50  least  capital-inten- 
sive industries.  The  average  employment  share  of  foreign- 
owned  establishments  in  the  50  most  capital-intensive 
industries  was  15.0  percent,  almost  four  times  their  aver- 
age share  of  4.2  percent  in  the  50  least  capital-intensive 
industries.  Among  the  50  most  capital-intensive  indus- 
tries, foreign-owned  establishments  accounted  for  at  least 
15  percent  of  employment  in  21  industries  (17  of  which 
were  in  food  processing  or  chemicals)  and  less  than  1 
percent  of  employment  in  only  6  industries.  Among  the  50 
least  capital-intensive  industries,  foreign-owned  estab- 
lishments accoimted  for  at  least  1 5  percent  of  employment 
in  only  2  industries  (both  of  which  were  in  household 
furniture)  and  less  than  1  percent  of  employment  in  14 
industries. 

Foreign-owned  establishments  also  tended  to  be 
most  active  in  industries  requiring  a  high  level  of  em- 
ployee skill  (Appendix  C,  Table  5-2).  Foreign  investment 
activity  is  positively  correlated  with  both  payroll  per 
employee  and  production  worker  hourly  wages.'*  In  the 
table ,  the  industry  averages  for  these  two  measures  display 
a  nearly  uniform  tendency  to  increase  with  foreign  invest- 
ment activity.  Average  payroll  per  employee  increases 
from  $1 8,933  in  the  35  industries  with  zero  employment 
by  foreign-owned  establishments  to  $27,380  in  the  25 
industries  with  the  most  foreign  investment  activity. 
Between  these  same  two  groups  of  industries,  the  average 
value  of  hourly  wages  of  production  workers  increases 
from  $8.39  to  $11.87. 

Across  the  459  industries,  the  two  measures  of 
worker  skill  level  were  highly  correlated  with  one  another: 
The  industries  with  higher  payroll  per  employee  were  also 
the  industries  with  higher  howly  wages  for  production 
workers.  '*  For  payroll  per  employee,  the  average  employ- 
ment share  of  foreign-owned  establishments  in  the  50 
most  skill-intensive  indusfries  was  12.5  percent,  more 
than  five  times  their  average  employment  share  of  2.4 
percent  in  the  50  least  skill-intensive  industries.  Among 

'^  The  industries  with  high  employee  skill  requirements  are  not  necessarily 
the  ones  with  high  capital  intensity.  The  coefficient  of  correlation  across 
industries  between  payroll  per  employee  (skill  level)  and  the  nonpayroU 
share  of  value  added  (capital  intensity)  is  0.254. 

"  The  coefficient  of  correlation  between  payroll  per  employee  and  produc- 
tion worker  wages  per  hour  is  0.959. 
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the  50  most  skill-intensive  industries,  foreign-owned  es- 
tablishments accounted  for  at  least  1 5  percent  of  employ- 
ment in  15  industries  (8  of  which  were  in  chemicals)  and 
for  less  than  1  percent  of  employment  in  8  industries  (3  of 
which  were  in  aerospace).  Among  the  50  least  skill- 
intensive  industries,  foreign-owned  establishments  ac- 
counted for  at  least  15  percent  of  employment  in  only  1 
industry  and  for  less  than  1  percent  of  employment  in  32 
industries  (22  of  which  were  in  textiles  and  apparel). 
Similar  results  hold  for  hourly  wages  of  production  work- 
ers. 

The  results  in  Appendix  C,  Table  5-2  show  no 
correlation  between  foreign  investment  activity  and  the 
measure  of  plant  scale  (value  added  per  establishment). 
Foreign  investment  activity  was  high  both  in  industries 
with  large-scale  plant  operations  (for  example,  industries 
in  chemicals,  primary  metals,  and  food  processing)  and  in 
industries  with  small-scale  plant  operations  (for  example, 
industries  in  furniture,  machinery,  and  stone,  clay,  and 
glass  products).  Employment  by  foreign-owned  establish- 
ments was  zero  in  two  of  the  top  four  industries  in  terms 
of  value  added  per  establishment — guided  missiles  and 
space  vehicles,  and  cereal  breakfast  foods. 

Country  analysis.  The  industry  characteristics  can 
be  related  to  the  employment  shares  for  establishments  of 
each  of  six  major  investing  countries — Canada,  France, 
Germany,  Japan,  the  Netherlands,  and  the  United  King- 
dom. These  six  countries  together  accounted  for  three- 
quarters  of  the  manufacturing  employment  of  all  foreign- 
owned  establishments  in  1987.  Except  for  plant  scale, 
which  is  not  significantly  correlated  with  the  employment 
shares  of  any  of  the  six  countries,  the  relations  vary 
significantly  among  the  countries  according  to  their  indus- 
try composition  of  investment.  Across  the  459  industries, 
the  measure  of  capital  intensity  is  significantly  correlated 
with  the  employment  shares  of  all  of  the  countries  except 
France  and  Japan.  Both  measures  of  employee  skill  level 
are  significantly  correlated  with  the  employment  shares  of 
Canada,  Germany,  and  the  United  Kingdom,  but  not  with 
those  of  the  other  three  countries. 

The  relationship  between  the  employment  shares  of 
the  establishments  and  industry  capital  intensity,  as  mea- 
siu"ed  by  the  nonpayroU  share  of  value  added,  differs 
across  the  six  investing  coxmtries  (Appendix  C,  Table  5- 
3).  Among  the  six  countries,  the  correlation  between  the 
share  of  employment  and  industry  capital  intensity  is 
strongest  for  British-owned  establishments.  The  average 
employment  share  of  British-owned  establishments  in- 
creases from  0.4percent  in  the  5  industries  with  the  lowest 
capital  intensity  to  5 . 8  percent  in  the  29  Industrie  s  with  the 
highest  capital  intensity.  In  7  of  the  29  industries  in  the 
latter  group,  the  share  for  British-owned  establishments 
was  greater  than  1 0  percent.  Altogether,  British-owned 
establishments  accounted  for  at  least  3  percent  of  employ- 
ment in  21  of  the  50  most  capital-intensive  industries;  14 
of  these  21  industries  were  in  food  processing  and  tobacco 
products. 


The  relation  between  the  employment  shares  of  the 
establishments  and  payroll  per  employee,  the  broader 
measure  of  employee  skill  level,  is  significantly  different 
among  the  six  investing  countries  (Appendix  C,  Table  5- 
4).  Among  the  six  countries,  the  correlation  between  the 
share  of  employment  and  the  skill  level  of  the  workforce 
is  strongest  for  German-owned  establishments.  The  aver- 
age employment  share  of  German-owned  establishments 
increases  from  0.2  percent  for  the  54  industries  with 
payroll  per  employee  under  $  1 5,000  to  2.2  percent  for  the 
41  industries  with  payroll  per  employee  between  $30,000 
and  $35,000.  Ahogether,  German-owned  establishments 
accounted  for  at  least  3  percent  of  industry  employment  in 
13  of  the  50  industries  with  the  highest  payroll  per 
employee;  8  of  the  13  were  in  chemicals. 

Research  and  Development 

Enterprise  data  on  employees  engaged  in  R&D  are 
collected  by  BEA  for  U.S.  parent  companies  with  direct 
investment  abroad  and  are  classified  by  BEA's  Interna- 
tional Surveys  Industry  (ISI)  code.  For  manufactxiring, 
there  are  54  ISI  groups.  Because  U.S.  parent  companies 
account  for  a  large  share  of  economic  activity  in  most  U.S. 
manufacturing  industries,  the  ratio  of  R&D  employees  to 
total  employment  in  a  given  industry  for  these  companies 
is  taken  to  be  representative  of  the  degree  of  R&D  activity 
in  the  industry  as  a  whole."  To  relate  this  measure  to  data 
on  foreign-owned  establishments,  employment  shares  of 
foreign-owned  establishments  in  the  54  ISI  manufactiuing 
groups  were  calculated. 

The  relationship  between  R&D  activity  in  these  54 
industries  and  the  foreign-owned  establishments'  employ- 
ment shares — total  and  by  country — is  shown  in  Appendix 
C,  Table  5-5.  Across  the  54  industries,  the  share  of 
employment  accounted  for  by  all  foreign-owned  estab- 
lishments is  mildly  correlated  with  the  percentage  of 
employees  engaged  in  R&D.'*  The  average  share  in- 
creases from  6.6  percent  in  the  2 1  industries  with  an  R&D 


"ITieR&D  employment  data  used  here  are  from  BEA's  1989  Benchmark 
Survey  of  U.S.  Direct  Investment  Abroad.  An  alternative  source  of 
enterprise  data  on  R&D  by  manufacturing  industry  is  that  published  by  the 
National  Science  Foundation  (NSF)  in  Research  and  Development  in 
Industry:  1987.  The  suppression  by  NSF  of  the  R&D  data  for  some 
industries,  however,  severely  limits  the  usefulness  of  the  NSF  published 
data  for  cross-industry  statistical  analysis.  The  NSF  published  data  are  also 
considerably  more  aggregated  than  the  BEA  data  on  the  R&D  ofll.S.  parent 
companies.  In  Table  B-2  of  the  NSF  report,  data  on  R&D  employment  and 
total  company  employment  are  reported  for  12  of  the  20  SIC  two-digit 
industries  in  manufacturing.  To  check  for  consistency  wnth  the  NSF  data, 
the  BEA  data  on  R&D  employment  and  total  company  employment  by  ISI 
group  were  aggregated  to  the  SIC  two-digit  level.  Across  the  12  t\^o-digit 
industries  for  which  NSF  published  data  are  available,  the  coefficient  of 
correlation  between  the  R&D  employment  ratio  using  BEA  data  and  the 
ratio  using  NSF  data  is  0.919. 

"The  share  of  employmentby  foreign-owned  establishments  is  also  mildly 
correlated  with  an  alternative  measure  of  industry  R&D  activity — expen- 
ditures on  R&D  performed  for  U.S.  parent  companies  as  a  percentage  of 
U.S.  parent  company  sales,  which  was  also  available  from  BEA  data. 
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employment  ratio  of  less  than  2  percent  to  1 3 .9  percent  in 
the  7  industries  with  an  R&D  employment  ratio  of  6-8 
percent,  then  drops  to  8.7  percent  in  the  4  industries  with 
an  R&D  employment  ratio  of  8  percent  or  more.  The 
figiu-e  for  the  latter  group  was  depressed  by  the  low  share 
(less  than  2  percent)  in  "other  transportation  equipment." 
Most  of  the  R&D  activity  in  this  industry,  which  includes 
aircraft  and  guided  missiles,  is  by  defense-related  compa- 
nies, which  are  effectively  shielded  from  acquisition  by 
foreign  companies."  The  average  employment  share  for 
foreign-owned  establishments  in  the  other  three  industries 
in  the  group  was  11.1  percent. 

In  the  1 1  industries  with  an  R&D  employment  ratio 
of  6  percent  or  more  (hereafter  referred  to  as  "high- 
technology  industries"),  the  average  employment  share 
was  12.0  percent,  almost  twice  as  large  as  the  7.3-percent 
average  share  in  the  other  43  industries.  If  "other  trans- 
portation equipment"  is  excluded,  foreign-owned  estab- 
lishments' average  employment  share  in  the  high-technol- 
ogy industries  was  13.1  percent.^"  Among  individual 
industries,  foreign-owned  establishments  accoimted  for  at 
least  1 0  percent  of  the  employment  in  5  of  the  1 1  high- 
technology  industries;  3  of  these  industries  were  in  chemi- 
cals, and  2  were  in  electric  and  electronic  equipment. 

Among  the  six  major  investing  countries,  the  corre- 
lation between  employment  shares  and  R&D  activity  is 
strongest  for  Japan  and  Germany.  Among  the  high- 
technology  industries,  Japanese-owned  establishments  had 
relatively  large  employment  shares  in  the  computer  and 
electronics  industries,  and  German-owned  establishments 
had  large  shares  in  chemicals.  The  correlation  between 
employment  shares  and  R&D  activity  is  weakest  for 
British-owned  establishments,  which  had  relatively  large 
employment  shares  in  a  number  of  industries — ^mostly  in 
food  processing  and  in  stone,  clay,  and  glass  products — 
with  very  low  R&D  employment  ratios. 

Technical  Note 

BEA's  data  on  foreign-owned  enterprises  were  linked 
to  the  Census  Bureau's  establishment  data  primarily  by 
matching  employer  identification  numbers  (EINs).  EINs 
are  identification  numbers  that  companies  are  required  to 
use  when  filing  Federal  and  State  payroll  and  income 
taxes;  they  were  reported  on  BEA's  1987  benchmark 
survey  of  foreign  direct  investment  in  the  United  States 
and  are  included  in  the  Census  Bureau's  establishment 
files.  Some  enterprises  could  not  be  linked,  based  on 
EINs;  in  many  of  these  cases,  a  link  was  established  by 


using  other  identification  information,  such  as  names  and 
addresses. 

Overall,  about  90  percent  of  the  BEA  affiliates  with 
employment  linked  to  one  or  more  Census  Bureau  estab- 
lishments.^' Based  on  the  BEA  data,  affiliates  that  linked 
had  3 ,229,200  employees  and  accoimted  for  97  percent  of 
the  employment  of  all  U.S.  affiliates  (Appendix  C,  Table 
5-6)}^ 

In  most  industries,  virtually  all  of  the  employment  of 
BEA  enterprises  was  accounted  for  by  affiliates  that 
linked  to  Census  Bureau  establishments.  Of  the  104,700 
employees  of  affiliates  that  failed  to  link,  most  were  in 
manufacturing  (54,200  employees),  services  (15,800), 
and  wholesale  trade  (9,200). 

For  affiliates  that  linked,  the  employment  total 
based  on  the  Census  Bureau  establishment  data,  at 
3,228,900  (column  3  of  Appendix  C,  Table  5-6),  was  very 
close  to  the  total  based  onBEA's  enterprise  data.  The  300- 
employee  difference  (column  4)  reflects  the  net  effect  of 
differences  in  coverage,  definition,  and  measurement. 

Coverage  differences  exist  partly  because  the  Cen- 
sus Bureau  data  do  not  cover  agricultural  production  of 
crops  and  livestock  or  raihoad  transportation,  whereas  the 
BEA  data  do.  Also,  the  Census  Bureau  data  cover  only  the 
50  States  and  the  District  of  Columbia,  whereas  the  BEA 
data  also  cover  Puerto  Rico,  the  Virgin  Islands,  Guam, 
American  Samoa,  U.S.  offshore  oil  and  gas  sites,  other 
outlying  U.S.  areas,  and  the  employees  of  U.S.  affiliates 
working  abroad.  Based  on  the  BEA  data,  employment  in 
the  industries  and  geographic  areas  covered  by  the  BEA 
data  but  not  by  the  Census  Bureau  data  was  47,300  in  1987. 

The  effects  of  differences  in  definition  and  measure- 
ment partly  offset  the  effects  of  the  differences  in  cover- 
age. For  example,  in  the  BEA  data,  employment  is  defined 
as  the  level  at  the  end  of  the  affiliate's  fiscal  year.  In  the 
Census  Bureau  data,  employment  is  defined  as  the  level 
during  the  pay  period  that  includes  March  12.  End-of-year 
employment  can  differ  from  March  12  employment  be- 
cause of  seasonal  factors  and  because  some  establish- 
ments begin  or  discontinue  operations  during  the  year. 

The  BEA  and  Census  Bureau  employment  totals 
also  differ  because  of  the  few  cases  in  which  employment 
of  a  given  company  was  measured  incorrectly  in  one  or  the 
other  data  set.  In  some  of  these  cases,  companies  provided 
estimates  of  their  employment,  rather  than  actual  coimts, 
when  reporting  to  one  of  the  agencies. 

For  some  individual  industries,  the  difference  be- 
tween the  BEA  and  Census  Bureau  employment  totals  is 
quite  large.  The  principal  reason  for  these  differences  is 


"  Barriers  to  the  acquisition  of  defense-related  companies  were  formalized 
by  the  passage  in  1988  of  the  Exon-Florio  amendment  to  the  Defense 
Production  Act  This  amendment  grants  the  President  authority  to  suspend 
or  prohibit  foreign  acquisitions,  mergers,  or  takeovers  that  threaten  to 
impair  the  national  security. 

^  If  this  industry  is  excluded,  the  coefficient  of  correlation  between  the 
R&D  employment  share  and  the  affiliate  share  of  employment  is  0.404 
instead  of  0.286. 


"  To  be  consistent  with  the  all-U.S.-business  data  published  by  the  Census 
Bureau,  theU.S.-affiliate  establishmentdatacoveronly  firms  with  employ- 
ment. 

^  The  BEA  employment  totals  in  column  1  of  table  H  are  from  U.S. 
Department  of  Commerce,  Bureau  of  Economic  Analysis,  Foreign  Direct 
Investment  in  the  United  States:  1987  Benchmark  Survey,  Final  Results 
(Washington,  DC:  U.S.  Government  Printing  Office,  August  1990). 
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that,  as  discussed  earlier,  the  data  are  classified  differently 
by  industry  in  the  two  data  sets:  The  BEA  data  are 
classified  by  primary  industry  of  the  consolidated  enter- 
prise, whereas  the  Census  Bureau  data  are  classified  by  the 
industry  of  each  individual  establishment,  or  plant,  within 
the  enterprise.  Differences  in  the  industry  employment 
totals  are  largest  inmming  (BEA's  total  is  66,200  employ- 
ees lower  than  the  Census  Bureau's  total),  manufacturing 
(BEA's  total  is  267,600  higher),  retail  trade  (BEA's  total 
is  74,900  lower),  and  services  (BEA's  total  is  116,200 
lower).  Within  manufacturing,  the  largest  differences  are 
in  chemicals  (BEA's  total  is  220,900  higher)  and  petro- 
leum and  coal  products  (BEA's  total  is  72,300  higher). 

Appendix  C,  Table  5-7,  provides  additional  infor- 
mation on  how  the  differences  in  coverage,  definition, 
measurement,  and  industry  classification  affect  the  indus- 
try distribution  of  the  data.  Like  Appendix  C,  Table  5-6, 
Appendix  C,  Table  5-7  shows  the  BEA  enterprise  and  the 
Census  Bureau  establishment  employment  totals  for  U.S. 
affiliates  that  linked  (columns  1  and  2).  However,  in 
Appendix  C,  Table  5-7,  the  Census  Bureau  employment 
data  are  classified  by  the  BEA  industry  rather  than  by  the 
Census  Bureau  industry — that  is,  column  2  shows  the 
distribution  of  Census  Bureau  employment  data  that  would 
result  if  the  employment  of  all  establishments  were  clas- 
sified in  the  primary  industry  of  the  enterprise  of  which 
they  were  a  part.  This  approach  removes  the  effects  of 
classificational  differences  between  the  two  data  sets, 
leaving,  as  shown  in  column  25,  only  the  effects  of 
differences  in  coverage,  definition,  and  measurement.  For 
example,  for  agriculture,  forestry,  and  fishing,  the  BEA 
employment  total  is  1 0,000  employees  higher  than  the 
Census  Bureau  total  largely  because,  as  noted  earlier, 
coverage  of  agriculture  is  broader  in  the  BEA  data.  Other 
industries  with  relatively  large  differences  are  services 
(BEA'stotal  is  36,300  lower),  finance,  insurance,  and  real 
estate  (BEA's  total  is  23,900  lower),  and  manufacturing 
(BEA's  total  is  25,000  higher).  In  each  of  these  industries, 
the  differences  are  primarily  due  to  differences  in  mea- 
surement. For  example,  in  services,  a  few  companies  that 
provide  temporary  employment  services  reported  much 
smaller  employment  to  BEA  than  to  the  Census  Bureau; 
when  reporting  to  BEA,  they  treated  some  of  their  tempo- 
rary workers  as  private  contractors,  whereas  when  report- 
ing to  the  Census  Bureau,  they  treated  these  workers  as 
employees. 

Appendix  C,  Table  5-7  also  breaks  down  each 


industry's  enterprise-based  employment  total  into  the 
industries  of  the  establishments.  That  is,  for  each  BEA 
industry,  columns  3-24  cross-classify  the  employment 
total  shown  in  column  2  by  the  industry  of  each  Census 
Bureau  establishment.  For  example,  column  2  shows  that 
total  employment  in  enterprises  classified  in  wholesale 
trade  is  321,100,  whereas  column  19  shows  that  only 
1 69,600  of  these  employees  actually  worked  in  wholesale 
trade  establishments.  The  remaining  employees  worked 
mainly  in  manufacturing  (123,200),  retail  trade  (10,700), 
and  services  (7,700)  establishments.  Similarly,  total 
employment  by  enterprises  classified  in  manufacturing  is 
1,463,200,  but  only  1,1 19,100,  or  about  three-fourths  of 
the  total,  worked  in  manufacturing  establishments.  The 
rest  worked  mainly  in  wholesale  trade,  retail  trade,  ser- 
vices, and  mining  establishments.  For  some  industries, 
nearly  all  of  the  employment  total  on  an  enterprise  basis 
remains  in  the  same  industry  when  that  total  is  broken 
down  by  industry  of  establishment.  For  example,  of  the 
536,300  employees  of  retail  trade  enterprises,  94  percent 
worked  in  retail  trade  establishments.  Similarly,  89 
percent  of  the  310,800  employees  of  services  enterprises 
worked  in  services  establishments. 

The  matrix  format  of  Appendix  C,  Table  5-7  also 
enables  one  to  see  how  the  total  for  each  industry  on  an 
establishment  basis  is  distributed  when  cross-classified  by 
industry  of  enterprise.  The  first  row  of  the  table  shows  the 
employment  total  for  each  industry  on  an  establishment 
basis.  Rows  2-23  show  how  the  industry  totals  in  row  1  are 
distributed  by  industry  of  enterprise.  For  example,  the 
employment  total  for  manufacturing  establishments  is 
1,31 1,400  (row  1,  column  6).  Reading  down  the  column 
for  manufacturing  shows  that  about  85  percent  of  this  total 
(1,1 19,100  employees)  was  accounted  for  by  enterprises 
classified  in  manufacturing,  with  most  of  the  remaining 
employees  working  for  enterprises  classified  in  wholesale 
trade.  In  motor  vehicle  manufacturing,  only  one-third  of 
the  40,500  employee  total  on  an  establishment  basis  was 
accoimted  for  by  enterprises  classified  in  motor  vehicle 
manufacturing.  Almost  one-half  of  the  employment  in  the 
industry  was  accounted  for  by  enterprises  classified  in 
motor  vehicle  wholesale  trade.  For  some  industries,  most 
of  the  establishments  were  operated  by  enterprises  classi- 
fied in  the  same  industries.  For  example,  95  percent  of  the 
employment  by  fmance,  insurance,  and  real  estate  estab- 
lishments was  accounted  for  by  enterprises  classified  in 
that  industry. 
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Influence  of  Foreign  Direct  Investment  on 
the  Development  and  Transfer  of  U.S. 
Technology 


by  Sumiye  Okubo  McGuire  and  Donald  Dakon"^ 


Over  the  past  several  years,  fears  of  declining  U.S.  com- 
petitiveness, especially  in  high-technology  industries,  have 
raised  concerns  about  the  growing  level,  and  even  the 
desirability,  of  FDIUS.  At  issue  is  whether  the  open  U.S. 
policy  toward  FDIUS  is  speeding  the  erosion  of  U.S. 
competitiveness  in  high-technology  and  other  industries, 
and  therefore,  on  overall  U.S.  economic  and  employment 
growth.  Underlying  this  issue  are  questions  about  the 
technology  strategies  and  objectives  of  foreign  firms 
investing  in  the  United  States,  and  the  impact  of  their  U.S. 
affiliates  on  U.S.  science  and  technology  development 
and  its  diffusion  in  the  U.S.  economy. 

There  are  two  contrasting  perspectives  on  the  impact 
of  FDIUS  on  U.S.  technological  standing.  The  first  view 
is  that  FDIUS  reduces  U.S.  technological  competitiveness 
because  foreign  firms  invest  in  U.S.  high-technology 
firms  in  order  to  gain  technological  advantage  ~  either  by 
establishing  "listening  posts"  to  track  new  developments, 
or  by  "stripping  out"  and  transferring  the  technology  to 
their  home  country.  According  to  this  view,  the  entry  of 
foreign  firms  into  the  U.S.  market  often  displaces  U.S.- 
ovmed  firms,  reducing  competition  in,  and  leading  to 
foreign  dominance  of,  the  U.S.  market  for  high-technol- 
ogy goods.  The  alternative  view  is  that  FDIUS  is  largely 
beneficial  to  the  U.S.  economy  because  FDIUS  usually 
introduces  new  technologies  into  the  U.S.  market.  From 
this  perspective,  FDIUS  is  a  means  for  foreign-owned 
firms  to  exploit  their  technologies  in  the  large  and  open 
U.S.  market,  providing  jobs  and  often  bringing  in  new 
technologies. 

This  chapter  draws  upon  official  data  on  FDIUS, 
newly  released  BEA-Census  data  on  the  activities  of  high- 
technology  U.S.  affiliates,  and  a  survey  of  the  case  study 
literature  on  critical  technologies,  to  give  a  broad  perspec- 
tive on  this  question.  Despite  some  limitations  in  the  data 
on  foreign-ovmed  firms  in  the  United  States,  particularly 
regarding  mdustry  and  product  detail,  five  key  conclu- 
sions emerge  from  the  analysis. 


*  Director,  Office  of  Policy  Aualysis,  Office  of  the  Chief  Economist,  and 
Economist,  Office  of  Business  Analysis,  Economics  and  Statistics  Admin- 
istration, U.S.  Department  of  Commerce. 


•  U.S.  affiliates  are  only  slightly  more  concentrated 
in  high-technology  industries  than  are  U.S.-owned 
firms. 

•  High-technology  U.S.  affiliates  have  relatively 
small  shares  ~  measured  by  employment,  sales,  or 
assets  ~  of  most  U.S.  high-technology  industries, 
but  have  significant  shares  of  several;  specifically 
audio  and  video  equipment,  plastics  and  synthetic 
chemicals,  industrial  inorganic  chemicals,  and 
drugs  and  medicines,  in  which  they  are  Japanese-, 
German-,  and  British-owned.  These  affiliates  may 
also  hold  larger  shares  in  certain  small  niches 
within  broad  industry  categories,  but  the  data  are 
not  available  at  the  detail  needed  to  determine 
these  shares. 

•  Affiliates  tend  to  concentrate  investment  in  the 
same  broad  industry  categories  as  their  parents, 
suggesting  that  they  invest  in  sectors  in  which  the 
parents  are  strong  exporters,  or  have  comparative 
advantage. 

•  U.S.  affiliates  have  contributed  to  U.S.  technologi- 
cal development,  dramatically  increasing  their 
R&D  spending  in  the  United  States  over  the  past 
ten  years.  In  manufacturing,  they  devote  similar 
shares  of  sales  to  R&D  mvestment  as  do  U.S.- 
owned  firms.  Among  the  high-technology  indus- 
tries, they  were  more  the  R&D-intensive  in  drugs 
and  audio,  video,  and  communications  equipment, 
and  less  R&D-intensive  in  the  others,  compared  to 
U.S.-owned  firms.  The  data  on  royalties  and 
licensing  fees  show  overwhehnrngly  greater 
payments  than  receipts,  indicating  a  large  net 
inflow  of  technology  from  foreign  parents  to  their 
affiliates. 

•  Some  foreign  firms  have  used  their  U.S.  affiliates 
to  gain  U.S.-developed,  critical  technologies  and  to 
displace  U.S.  firms.  Acquiring  existing,  or  estab- 
lishing new,  affiliates  are,  however,  only  two  of 
many  alternative  methods  of  achieving  these  goals. 
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There  is  little  evidence  that  foreign  acquisitions  of 
small,  U.S.  high-technology  firms  have  resulted  in 
large  scale  technology  transfer  abroad. 

This  chapter  focuses  on  R&D  and  technology  trans- 
fer in  terms  of  industry,  rather  than  product,  groups  for 
which  data  are  reported  by  the  Bureau  of  Economic 
Analysis  (BEA),  the  Bureau  of  Census,  and  the  Bureau  of 
Labor  Statistics.  Only  data  on  the  international  trade  of 
U.S.  affiliates  are  currently  available  on  a  product  basis. 
Lack  of  data  on  the  specific  technologies  for  which  these 
firms  make  R&D  expenditures  limits  analysis  in  terms  of 
"critical  technologies,"  as  distinct  from  "high-technol- 
ogy" industries;  these  data  are  usually  considered  propri- 
etary information  by  most  firms,  domestic  and  foreign. 
Finally,  much  of  the  increase  in  R&D  spending  by  affili- 
ates is  due  to  acquisitions  of  existing  firms,  and  the 
difficulty  in  separating  data  on  R&D  expenditures  by 
newly  acquired  foreign-owned  firms  from  that  of  existing 
foreign-owned  firms  makes  comparisons  of  activities  by 
U.S.-  and  foreign-owned  firms  over  time  difficult. 

Definitions  of  High-Technology 
Industries  and  Critical  Technologies 

In  order  to  examine  FDI  in  U.S.  high- technology 
industries  and  in  critical  technologies,  these  industries  and 
technologies  must  be  defined. 

Defining  Critical  Technologies 

Technologies  are  "critical"  when  they  generate 
future  innovafions  in  a  wide  range  of  goods  and  services. 
Critical  technologies  are  those  that  satisfy  long-term 
national  economicand  scientific  objectives,  such  as  strong 
national  defense,  improved  economic  competitiveness,  a 
rising  standard  of  living,  improved  public  health,  and 
energy  independence.' 

By  its  very  nature,  a  critical  technology  is  only  one 
of  a  niunber  of  technologies  embodied  in  a  given  product 
category,  usually  in  the  most  advanced  products.  In  turn, 
these  products  are  either  final  goods,  or  are  used  as  capital 
goods  in  the  production  processes  of  one  or  more  indus- 
tries. For  example,  microelectronic  technology  is  embod- 
ied in  computers,  communications  equipment,  scientific 
instruments,  medical  equipment,  consumer  electronics, 
aircraft,  and  automobiles,  and  in  machine  tool  controls 
used  as  capital  goods.  Hence,  the  standard  industry 
classification  systems  are  too  broad  to  capture  the  exist- 
ence, the  extent,  and  frequency  with  which  any  given 
critical  technology  is  embodied  in  a  product,  and  thus, 
reflected  in  an  industry's  output  or  trade  data. 

Because  different  groups  have  differing  interests, 

^Report  of  the  National  Critical  Technologies  Panel.  March  1991,  Wash- 
ington, D.C.,  pp.  1-6. 


the  Department  ofDefense,  the  Department  of  Commerce, 
and  the  Congressionally  mandated  National  Critical  Tech- 
nologies Panel  headed  by  the  White  House  Office  of 
Science  and  Technology  Policy^  have  each  developed 
separate  lists  of  "critical  technologies."  Each  list  includes 
the  new  technologies  embodied  in  advanced  materials, 
advanced  manufacturing  processes,  information  and  com- 
munications, biotechnology  and  life  sciences,  and  aero- 
nautics and  surface  transportation,  and  subcategories 
therein,  many  of  which  overlap  (Table  6-1). 

Defining  High-Technology  Industries 

High-technology  industries  are  those  that  use 
these  advanced  technologies.  This  report  uses  the  classi- 
fication scheme  developed  by  the  Department  of  Com- 
merce for  studying  U.S.  high-technology  industries  (DOC- 
3  definition),'  plus  the  addition  of  certain  service  indus- 
tries. The  DOC-3  definition,  developed  ten  years  ago,  is 
based  on  industry  classifications  (three-digit  SIC)  that  are 
fairly  broad  and  have  changed  little  overtime."  Moreover, 
this  definition  has  been  employed  by  many  researchers 
over  the  past  ten  years  in  analyses  of  high-technology 
trade  and  competitiveness,  and  provides  a  consistent, 
reproducible  basis  for  comparison  with  other  research 
results.  This  definition  classifies  industries  by  total  R&D 
spending,  including  R&D  directly  embodied  in  the  prod- 
uct as  well  as  that  indirectly  embodied  in  inputs.  This 
Commerce  definition  includes  only  goods-producing  sec- 
tors (Table  6-2).  Because  of  the  growing  importance  of  the 
services  sector  in  the  overall  U.S.  economy,  and  among 
foreign-owned  U.S.  firms,  three  high-technology  service 
industries  also  are  included:  "Computer  and  data  process- 
ing services"  (SIC  737);  "Engineering,  architectural,  and 
surveying  services"  (SIC  87 1 );  and  "Research  and  testing 
services"  (SIC  873). 

Detailed  establishment-level  data,  classified  by  in- 
dustry, are  used  when  available,  such  as  those  provided  for 


^J.S.DcpAttmeoto{D€fense, Critical  Technologies  Plan,  March  15, 1990; 
U.S.  Department  of  Commerce,  Technology  Administration,  Emerging 
Technologies:  A  Survey  ofTechnical  and  Economic  Opportunities,  Spring 
1990;  Report  ofthe  National  Critical  Technologies  Panel.  March  1991.  For 
a  review  of  these  and  other  reports,  see  Mary  Ellen  Mogee,  Technology 
Policy  and  Critical  Technologies:  A  Summary  of  Recent  Reports,  Discus- 
sion Paper  No.  3,  Tlie  Manufacturing  Forum,  National  Academy  of  Engi- 
neering and  National  Academy  of  Sciences  (Washington,  D.C.;  National 
Academy  Press,  December  1991). 

'Lester  A.  Davis,  Technology  Intensity  of  U.S.  Output  and  Trade,  OfTice  of 
Trade  and  Investment  Analysis,  U.S.  Department  of  Commerce,  Interna- 
tional Trade  Administration,  July  1982.  This  classification  scheme  isoften 
referred  to  as  "IX)C-3."  This  definition  of  high-technology  industries 
differs  from  that  used  in  Chapter  5  and ,  thus,  the  findings  in  the  t*o  chapters 
differ  somewhat. 

*Forare-a5sessment  of  the  usefulness  of  the  IX)C-3  definition  overtime, 
see  Lester  A.  Davis,  "Technology  Intensity  of  LIS.,  CAnadian.  and  Japa- 
nese Manufacturers  Output  and  Exports,"  in  Technology  and  National 
Competitiveness:  Oligopoly,  Technological  Innovation,  and  International 
Competition,  ed.  by  Jorge  Niosi  (Montreal:  McGill-Queen's  University 
Press,  1991),  pp.  11-43. 


63 


Table  6-1 
Comparison  of  National  Critical  Technologies  with  Department  of  Commerce  Emerging  Technologies 

and  Department  of  Defense  Critical  Technologies 


National  Critical 
Technologies 


Commerce  Emerging 
Technologies 


Defense  Critical 
Technologies 


MATERIALS 


•  Materials  synthesis/processing 

•  Electronic  &  photonic  materials 


•  Ceramics 

•  Composites 

9  High-performance  metals  &  alloys 


•Advanced  materials 
•Advanced  semiconductor  devices 

•  Superconductors 

•  Advanced  materials 


•  Composite  materials 
•Semiconductor  materials/micro-electronic 

circuits 
0  Superconductors 

•  Composite  materials 


MANUFACTURING 


•  Flexible  computer  integrated 

manufacturing 

•  Intelligent  processing  equipment 

•  Micro-  &  nanofabrication 

•  Systems  management  &  technologies 


•  Flexible  computer  integrated 

manufacturing 

•  Artificial  intelligence 


•  Machine  intelligence  &  robotics 


INFORMATION  AND  COMMUNICATIONS 


•  Software 

•  Microelectronics  &  optoelectronics 


•  High-performance  computing 

•  Advanced  semiconductor  devices 


•  Optoelectronics 

•  High-performance  computing  &  networking       •High-performance  computing 

•  High-definition  imaging  &  displays  •Digital  Imaging 

•  Sensors  &  signal  processing  •Sensor  technology 


•  Data  storage  &  peripherals 

•  Computer  simulation  &  modeling 


•  High-density  data  storage 

•  High-performance  computing 


•Software  producibility 
•Semiconductor  materials  &  micro- 
electronic circuits 

•  Photonics 

•  Parallel  computer  architectures 

•  Data  fusion 

•  Data  fusion 
•Signal  processing 

•  Passive  sensors 
•Sensitive  radars 

•  Machine  intelligence  &  robotics 

•  Photonics 
•Simulation  &  modeling 

•  Computational  fluid  dynamics 


BIOTECHNOLOGY  AND  LIFE  SCIENCES 


•Applied  molecular  biology 
•  Medical  technology 


•  Biotechnology 

•  Medical  devices 

&  diagnostics 


•  Biotechnology  materials  &  processes 


AERONAUTICS  AND  SERVICE  TRANSPORTATION 


•  Aeronautics 

•  Surface  transportation  technologies 


•  Air-breathing  propulsion 


ENERGY  AND  ENVIRONMENT 


•  Energy  technologies 

•  Pollution  minimization,  remediation,  &  waste 

management 


•  No  National  Critical  Technologies  or 

Commerce  Emerging  Tech.  counterpart: 
High  energy  density  materials,  Hypervelocity 
projectiles.  Pulsed   power.  Signature 
control.  Weapon  system  environment. 


Source:  Report  of  the  National  Critical  Technologies  Panel,  March  199 1 . 
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Table  6-2 

High-Technology  Industries  Under  DOC-3 
Classification 


Sector                                                   SIC  Class 

Industrial  inorganic  chemicals 

281 

Plastic  materials  and  synthetic  resins,  rubber 

and  fibers 

282 

Drugs  and  medicines 

283 

Ordnance  and  accessories 

348 

Engines,  turbines  and  parts 

351 

Office  computing  and  accounting  machines 

357 

Video,  audio,  and  communications  equipment 

365,366 

Electronic  components 

367 

Aircraft  and  parts 

372 

Guided  missiles  and  spacecraft 

376 

Professional  and  scientific  instruments 

38 

1 9  87  by  the  BE A-Census  data  link  proj  e  ct .  However,  time 
series  data  on  FDIUS  that  have  been  pubhshed  by  BE  A  are 
not  available  for  each  of  the  original  DOC-3  detailed 
industry  groupings,  and  therefore,  some  industries  have 
been  aggregated.^  For  these  reasons,  the  following  indus- 
try categories  are  the  framework  for  the  analysis: 


Have  Foreign  Firms  Concentrated  in  U.S. 
High-Technology  Industries? 

U.  S.  affiliates  are  only  slightly  more  concentrated  in 
high-technology  industries  than  are  U.S. -owned  firms. 
The  proportion  of  high- technology,  manufacturing  sales 
of  U.S.  affiliates  to  sales  of  all  manufacturing  affiliates  is 
slightly  higher  than  for  U.S. -owned  firms.*  In  1987,  the 
shares  were  20  percent  for  U.S. -owned  firms  and  23.5 
percent  for  U.S.  affiliates. 

Over  the  years,  foreign  firms  do  not  appear  to  have 
given  priority  to  direct  investment  in  high-technology 
industries  over  non-high-technology  sectors,  although  the 
proportion  of  FDI  in  high-technology  industries  has  been 
gradually  rising.  The  data  show  that  high-technology 
affiliates'  shares  of  foreign-owned  firms'  activities  have 
been  relatively  stable  over  the  1980s  when  total  FDIUS 
surged,  suggesting  that  foreign  firms  were  not  targeting 
acquisitions  in  high-technology  industries.  Data  on  the 
foreign  direct  mvestment  position,  asset  values,  and  prop- 
erty, plant,  and  equipment  expenditures  of  all  U.S.  affili- 
ates of  foreign  firms  show  that  a  relatively  small,  but 
slowly  growing,  share  of  their  investments  are  in  high- 
technology  sectors  compared  to  other  sectors.  The  share 


Sector 


SI£ 


Industrial  chemicals  and  synthetics  28 1 ,  282, 286 

Drugs  and  medicines  283 

Computers  and  office  machines  357 
Video,  audio,  and  communications 

equipment  365, 366 

Electronic  components  367 

Instruments  and  related  products  38 

Other  transportation  equipment  372-376, 379 
Computer  and  data  processing 

services  737 
Engineering,  architectural, 

surveying  services  87 1 


Extent  of  Foreign  Direct 

Investment  in  U.S.  High-Technology 

Industries 

The  rapid  increase  of  FDIUS  in  the  1980s  has 
raised  concerns  about  foreign  concentration  in  and  domi- 
nance of  U.S.  high-technology  industries.  Comparisons  of 
foreign-ownedand U.S. -owned  firms  indicate  that  foreign 
firms  are  not  concentrating  in  and  do  not  dominate  U.S. 
high-technology  industries.  Nonetheless,  a  small  share  of 
overall  foreign  direct  investment  has  been  made  in  high- 
technology  industries,  and  foreign-owned  firms  account 
for  a  small  but  rising  share  of  these  industries. 


'The  FDI  in  high-technology  industries  by  this  definition  is  understated  by 
excluding  the  "ordnance"  industry,  "engines,  tutbines,  and  parts"  indus- 
try, and  "research  and  testing  services,"  and  overstated  by  including  some 
low-technology  industries,  such  as  "industrial  organic  chemicals,"  under 
industrial  chemicals,  and  "ship  and  boatbuilding,  railroad  equipment,  and 
miscellaneous  transport  equipment,"underthebro ad  "othertransportation 
equipment"  category.  Although  classified  as  high-technology  under 
DOC-3,  the  "engines,  tutbines,  and  parts"  (SIC  351)  industry  and  the 
"ordnance  and  accessories"  (SIC  348)  industry  are  excluded.  The  ord- 
nance and  accesories  industry  is  excluded  because  FDI  data  for  this 
industry  are  not  collected  separately,  but  are,  instead,  combined  with  data 
for  two  other  three-digit  industries  withing  the  metal  products  group  (SIC 
34).  The  engines,  turbines,  and  parts  industry  is  excluded  because  the  FDI 
data  for  this  industry  are  suppressed  in  some  years  to  avoid  disclosure 
problems.  On  the  other  hand,  "aircraft  and  parts"  (SIC  372)  and  "guided 
missiles  and  spacecraft"  (SIC  376)  represent  over  70  percent  of  "other 
transportation  equipment,"  which  has  been  included  in  its  entirety.  Simi- 
lariy,  "industrial  organic  chemicals"  represents  40  percent  of  industrial 
chemicals  and  synthetics.  (These  percentages  are  based  on  sales  data 
reported  in  Bureau  of  Economic  Analysis  and  the  Bureau  of  the  Census. 
U.S.  Department  of  Commerce,  Foreign  Direct  Investment  in  the  United 
States:  Establishment  Data  for  1987,  June  1992.)  Moreover,  some  data  on 
the  high-technology  services  industries  are  available  only  after  198?,  and 
"research  and  testing  services"  are  not  reported  separately  overtime. 

The  BEA-Census  data  link  project  helps  to  solve  these  aggregation 
problems  by  providing  data  on  the  number,  sales,  payroll,  and  employment 
of  establishments  (plants)  of  U.S.  afTiliales  of  foreign  firms  at  detailed  four- 
digit  SIC  categories  in  1987.  But  these  detailed  high-technology  industrv' 
categories  are  only  roughly  equivalent  to  indu<;tries  in  which  cntical 
technologies  are  important,  and  there  is  no  one-to-one  correspondence. 
'Shares  of  all  industries'  sales  could  not  be  computed.  The  BEA-Census 
data  link  does  not  provide  sales  for  agriculture,  forestry,  and  fishing, 
transportation  services,  and  finance,  insurance,  and  real  estate.  Because 
sales  for  all  industries  arc  not  available,  manufacturing  sales  are  used 
instead. 
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in  high-technology  manufacturing  industries,  which  has 
been  larger,  though  not  dominant,  is  also  slowly  growing. 
Employment  and  sales  data  indicate  that  foreign-owned 
firms'  are  slowly  increasing  their  operations  in  high- 
technology  industries  compared  to  other  industries.'' 
(Tables  6-3  and  6-4.) 

U.S.  Affiliate  Shares  in  U.S.  High- 
Technology  Industries 

High- technology  industries  themselves  represent 
only  a  small  share  of  the  overall  U.S.  economy,  and  U.S. 
affiliates  of  foreign  fiurms  own  a  relatively  small  propor- 


'These  percentages  are  based  on  classification  of  affiliates  by  industry  of 
sales,  which  approximate  data  by  establishment  from  the  BEA-Census 
Data  Link  Project,  but  are  not  exactly  equivalent.  BEA  data  on  employment 
and  sales  are  collected  on  both  an  industry  of  affiliate  and  industry  of  sales 
basis.  See  Glossary  in  Appendix  for  definitions. 


Table  6-3 

High-Technology  Affiliates'  Share  of  FDi  Position, 

Assets,  and  Property,  Plant,  and  Equipment  of  All 

U.s!  Afniiates 

(Percent) 


Type  of  Investment 

All  Industries: 

FDI  Position  

Assets 

Property,  plant, 
equipment 

Manufacturing  Industries 

FDI  Position 

Assets 

Property,  plant, 
equipment 


1980 


14.3 
9.7 

13.3 


35.4 
34.5 

36.6 


1987 


14.2 
10.3 

18.5 


35.8 
40.4 

48.0 


1990 


14.9 
11.4 

17.5 


35.1 
38.8 

43.9 


I99i 

1 5.5 
na 

na 


36.5 
na 


Source:  Bureau  of  Economic  Analysis 


tion  of  all  U.S.  high-technology  industries.  Based  on  the 
1987  BEA-Census  Bureau  data  link«  and  the  DOC-3 
definition  of  high-technology  industries,'  high-technol- 
ogy, foreign-owned  firms  are  only  a  small  part  of  all  high- 
technology  firms,  particularly  those  in  the  manufacturing 
sector,  with  9  percent  of  their  employment,  1 1 .4  percent 
of  their  payroll,  and  1 1 .5  percent  of  their  sales.  These 
shares  do  not  appear  disproportionate,  given  the  relative 
share  of  foreign  direct  investment  in  the  U.S.  economy 
(see  Chapter  4A). 

The  importance  of  foreign-owned,  high-technology 
firms  in  all  U.S.  high-technology  industries,  though  small, 
has  been  steadily  rising.  Two  sets  of  statistics  ~  employ- 
ment data  fi-om  the  Bureau  of  Labor  Statistics  (BLS)  and 
the  BEA-Census  Data  Link  —  support  this  conclusion. 

High-technology  affiliates  accounted  for  an  increas- 
ing share  of  the  jobs  in  high-technology  industries,  rising 
ft^om  8  percent  of  all  U.S.  high-technology  firms  in  1980 
to  12  percent  by  1990.  Employment  by  high-technology 
affiliates  grew  108  percent  between  1980  and  1990,  fi"om 
329,300  to  686,600  workers,  compared  to  33  percent 
employment  growth  of  all  U.S.  high-technology  firms, 
fi"om4.3  millionto  5.7  million  workers.  A  large  part  of  this 
increase  in  employment  share,  however,  resulted  from  a 
large  number  of  acquisitions  of  U.S.  high-technology 
firms,  rather  than  fi-om  growth  of  employment  in  existing 
U.S.  affiliates.  According  to  impublished  BEA  data, 
acquisitions  represent  one-fourth  to  three-fourths  of  the 
total  year-to-year  rise  in  employment  in  high-technology 
industries  fi-om  1987  to  1990. 

Among  the  high-technology  industries,  the  U.S. 
affiliates'  shares  of  employment  and  number  of  workers 
varied  widely.  The  largest,  and  some  of  fastest  growing, 
shares  are  in  "industrial  chemicals  and  synthetics," 
"drugs,"  and  "audio,  video,  and  commimications  equip- 
ment." The  smallest,  slower  growing  shares  are  in  "other 
transportation  equipment"  (aircraft,  guided  missiles,  and 
spacecraft),  "computers  andoffice  equipment,"  and  "elec- 
tronic components  and  accessories"  industries  (Figure  6- 

1). 

The  BEA-Census  data  link  project  provides  a  more 
detailed  picture  of  the  extent  and  variation  of  participation 


Table  6-4 

High-Technology  Affiliates'  Share  of  Employment 

and  Sales  of  All  U.S.  Affiliates 

(Percent) 


1980 

1987 

1990 

Employment 

16.2 

15.5 

15.6 

Sales 

7.6 

10.4 

10.6 

Source:  Bureau  of  Economic  Analysis. 


'The  Data  Link  provides  the  best  available  indicators  of  foreign  participa- 
tion in  U.S.  high-technology  industries,  even  though  it  provides  only  a 
snapshot  of  FDI  in  the  United  States  in  1987,  and  no  change  over  time. 
Numberof  establishments,  sales,  payroll,  and  employment  are  the  only  data 
series  available  from  the  Data  Link  Project  to  date.  Sales  for  total  U.S. 
businesses  and  U.S.  affiliates  are  not  available  because  of  missing  data  for 
agricultural  services,  forestry,  and  fishing  industries  and  finance,  insur- 
ance, and  real  estate.  The  Data  Link  Project  will  provide  additional  years 
and  items  next  year.  Sales  data  probably  are  the  best  measure  for  gauging 
the  extent  to  which  foreign  firms  participate  in  high-technology  industries 
in  the  United  States. 

The  data  from  the  data  link  project  are  sufficiently  disaggregated  in 
industry  detail  to  use  the  DOC-3  definition  of  high-technology  industries. 
These  percentages  may  be  understated  to  the  extent  that  data  for  some 
industries  have  been  suppressed  for  disclosure  reasons;  e.g.,  guided  mis- 
siles and  spacecraft 
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Figure  6-1 

U.S.  Affiliates'  Share  of  High-Technology 
Employment,  1980-90 


Industrial  chemlcmb 
Drujs 

Computers  &  office  equipment 

Audio,  video,  communications 

Electronic  components 

instruments 

Other  transport 

Services 

Total  h|g)i-technolo{y 


0  10  20  30  40  50 

Sources:  Bureau  of  Economic  Anal)nb  and  Bureau  of  Labor  Sutbtics. 


in  U.S.  high-technology  industries  by  U.S.  affiliates  in 
1987.  U.S.-ownedfirmsdominatedsalesin  nearly  all  U.S. 
high-technology  industries,  except  for  the  audio  and  video 
equipment  industry  (Table  6-5).  U.S.  affiliates  in  this 
industry  had  more  than  50  percent  of  total  U.S.  industry 
sales,  and  have  long  dominated  sales  in  this  industry.  In 
three  other  industries,  foreign-owned  firms  have  made 
inroads  in  market  share: 

•     Affihates  held  more  than  a  one-third  share  of  total 
U.S.  industry  sales  in  plastics  and  synthetics. 


•      They  had  25  percent  of  total  U.S.  industry  sales 
industrial  inorganic  chemicals. 


m 


•      Affiliates  had  over  20  percent  of  the  U.S.  drugs  and 
medicines  industry. 

In  contrast,  "aircraft  and  parts"  (guided  missiles  and 
spacecraft  data  have  been  suppressed  to  avoid  disclosure 
problems)  showed  the  least  participation  by  foreign-owned 
firms,'"  with  less  than  2  percent  of  the  industry's  total 
sales,  and  foreign-owned  firms  in  "high-technology  ser- 
vices" had  less  than  4  percent  of  total  industry  sales. 
Affiliates'  shares  of  total  number  of  establishments  and 
total  employment  provide  similar  patterns. 

In  two,  more  narrowly-defined,  high-technology 
industries,  foreign-owned  firms  held  relatively  large  shares 
of  sales  in  1987.  Affiliates  producing  "manmade  organic 
fibers,  noncellulosic"  (SIC  2824,  mostly  nylon,  polyester) 


'"U.S.  films  in  "aircraft  and  parts"  and  "guided  missiles  and  spacecraft" 
are  shielded  from  foreign  acquisition  by,  among  other  factors,  the  Exon- 
Florio  amendment  to  the  Defense  Production  Act 
"Includes  a  major  U.S.  chemical  company  with  minority  (though  greater 
than  10  percent)  Canadian  ownership. 


account  for  62  percent  of  industry  sales,"  and  for  24  out  of 
71  total  establishments  in  the  industry,  with  most  of  the 
affiliate  establishments  (20  out  of  24)  German-  or  Cana- 
dian-owned. Foreign-owned  affiliates  producing  "bio- 
logical products,  except  diagnostic,"  (SIC  2836)  account 
for  39  percent  of  the  industry's  sales,  with  sixteen  of  the 
19  affiliate  establishments,  European-owned.  These  data 
suggest  that  the  size  of  these  foreign-owned  establish- 
ments are  large  compared  to  the  average  size  of  U.S. - 
owned  establishments  (total  number  of  establishments 
equaled  241). 


Table  6-5 

High-Technology  Establishments  of  Foreign 

owned  Affiliates  as  a  Share  of  All  U.S.  Businesses 

in  1987 
(in  percent) 


Number  of 

Establish- 

Employ- 

Industry                            ments 

ment 

Payroll 

$aks 

All  U.S.  Businesses 

I.I 

1.8 

3.7 
7.1 

4.7 
8.5 

N/A 

All  High-Technology  Industries 

9.9 

(manufacturing  and  services) 

High-Technology  Manufacturing 

4.9 

9.0 

1  1.4 

1  1.5 

Industrial  inorganic 

chemicals 

23.8 

19.3 

18.9 

25.2 

Plastics  materials  and 

synthetics 

18.4 

38.2 

37.9 

34.2 

Drugs 

8.0 

19.4 

21.6 

23.6 

Ordnance  and  accessories 

3.2 

7.6 

7.2 

9.1 

Engines  and  turbines 

4.5 

6.0 

5.7 

3.7 

Computer  and  office 

equipment 

2.7 

7.0 

6.4 

5.7 

Household  audio  and  video 

equipment 

2.8 

33.8 

35.1 

52.8 

Communications  equipment 

5.9 

13.9 

12.3 

14.7 

Electronic  components  and 

accessories 

3.1 

9.2 

9.1 

9.2 

Aircraft  and  parts 

2.5 

1.9 

1.6 

1.7 

Guided  missiles,  spacecraft 

2.8 

(D) 

(D) 

(D) 

Instruments  and  related 

parts 

3.1 

7.4 

6.9 

7.2 

High-Technolgy  Services: 

Computer  and  daa 

processing  services  .. 

I.I 

3.5 

4.4 

3.9 

Engineering  and  architec- 

tural services 

0.6 

2.1 

2.7 

3.6 

Research  and  testing 

services „ 

2.5 

4.0 

4.8 

4.0 

Notes;  (D)  -  Suppressed  so  that  confidential  information  on  individual 
companies  would  not  be  divulged. 

Source:  Bureau  of  Economic  Analysis  and  the  Bureau  of  the  Census,  U.S. 
DepiiAmealofCommeKe,  Foreign  Direct  Investmeni  in  the  United  Slates: 
Establishment  Data  for  1987. 
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Differences  Among  Affiliates  by 
Country  of  Parent 

Data  on  FDI  by  country  of  ownership  suggest  that 
foreign  firms  have  tended  to  concentrate  in  sectors  in 
which  they  have  strong  export  industries,'^  in  both  high- 
technology  and  non-high-technology  industries.  This 
section  examines  the  pattern  of  high-technology  FDI  for 
the  United  Kingdom,  Japan,  and  Germany.  Although  the 
Netherlands  and  Canada  also  rank  among  the  top  inves- 
tors, data  on  direct  investments  in  U.S.  high- technology 
industries  by  these  two  countries  are  subject  to  confiden- 
tiality issues. '^ 

Investment  in  High-Technology  Industries  by 
Country  of  Ownership 

U.S.  high-technology  affiliates  of  Japanese,  U.K., 
and  German  parent  firms  have  held  a  large  share  of  ali  U.  S . 
high-technology  affiliates'  sales.  Broad  industry  (but  not 
establishment)  level  data  for  1990  show  that  these  three 
countries  held  ahnost  50  percent  of  all  high-technology 
affiliates'  sales.  Within  manufacturing,  the  proportions 
are  higher,  but  do  not  suggest  a  uniform  pattern  of  invest- 
ing in  high-technology:  for  all  high-technology  affiliates, 
their  share  of  U.S.  high-technology  sales  within  manufac- 
turing was  30.2  percent;  for  Japanese  affiliates,  26.5 
percent;  for  U.K.  affiliates,  30. 1  percent;  and  for  German 
affiliates,  43.1  percent  (Table  6-6).'"  Establishment  data 
show  similar  shares  for  1987  for  all  countries  and  for 
affiliates  of  each  of  the  countries.  The  sales  of  each 
country's  high-technology  affiliates,  however,  represent 
only  a  small  proportion  of  sales  by  all  of  its  affiliates,  with 
Japan  having  the  lowest  at  5.9  percent,  followed  by  the 
U.K.  at  12.1  percent,  and  Germany  at  17.4  percent. 

Among  the  high-technology  industries,  there  are 
significant  differences,  and  greater  concentrations,  by 
individual  country  of  parent: 

•  German-owned  affiliates  have  almost  one-fourth, 
the  highest  share,  of  all  affiliate  sales  in  the 
industrial  chemicals  and  synthetics  industry. 

•  British-owned  firms  have  the  highest  shares  of 
sales  in  drugs  (37  percent),  in  instruments  (30 

'^See  Dorothy  B.  Christelow,  "U.S.- Japan  Joint  Ventures:  Who  Gains," 
C/ia//e/ige  (November- December,  1989),  pp.  29-38, forestimates  of  changes 
in  comparative  advantage  and  patterns  of  industry  specialization  for  the 
United  States  and  Japan  between  1974and  1989,  and  for  an  analysis  of  joint 
venture  decisions  by  Japanese  firms  in  sectors  in  which  they  have  a 
comparative  advantage. 

'■'Sales  of  high-technology  affiliates  of  Canadian  and  Dutch  parents  in  a 
number  ofthese  industries  are  suppressed,  so  that  confidential  information 
on  individual  companies  are  not  divulged. 

'■•The  estimated  share  of  high-technology  affiliates  with  Japanese  parents 
of  all  Japanese  affiliate  sales  probably  has  doubled  between  1987  and  1 990, 
but  data  have  been  suppressed  for  two  of  the  9  industry  groups. 


Table  6-6 

Sales  of  Affiliates  in  High-Technology  Industries, 

Selected  Countries  Industry  of  Sales,  1 990 

(Billion  dollars) 

All  United 

Industry  Countries       Japan      Germany    Kingdom 

Manufacturing: 

Industrial  chemicals  & 

synthetics 40.0  2.6  9.3  4.0 

Drugs 18.8  0.7  2.9  7.0 

Computers  &  office 

equipment 8.7  4.0  0.3  1.5 

Audio,  video,  &  comm. 

equipment 15.4  4.3  I.I  0.6 

Electronic  components  10.6  4.3  1.3  1.5 

Other  transportation 

equipment 4.8  *  0.2  1.9 

Instruments  &  related 

products 13.7  1.6  2.5  4.1 

Services: 

Computer  &  data 

processing 6.2  0.6  0.2  1 .5 

Engineering  &  architec- 
tural    5.0  0.3  0.8  0.8 

All  high-technology 123.2  18.5  18.7  22.6 

All  manufacturing 370.4  66.3  41.1  68.3 

All  industries 1. 168.5  313.2         107.5         188.9 

High-technology  mfg.  as 

percent  of  all  mfg 30.2%  26.5%       43.1%       30.1% 

High-technology  mfg.  & 

services  as  percent  of 

allindustries 10.6%  5.9%        17.4%        12.1% 

»$7  million. 

Source:  Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the 
United  States:  Operations  ofU.S.  affiliates  of  Foreign  Companies,  Prelimi- 
nary Estimates,  1990. 


percent),  and  in  computer  and  data  processing 
services  (25  percent). 

•       Japanese-owned  affiliates  dominate  the  affiliate 
sales  in  computers  and  office  equipment  (46 
percent),  in  audio,  video,  and  communications 
equipment  (28  percent),  and  in  electronic  compo- 
nents (41  percent). 

Certain  countries'  firms  dominate  U.S.  affiliates' 
shares  of  total  U.S.  sales  in  individual  high-technology 
industries.  The  BEA-Census  data  link,  however,  cannot 
distinguish  if  U.S.  affiliates  have  systematically  sought  to 
gain  major  market  shares  in  any  single  high-technology 
sector,  or  if  they  have  sought  to  exploit  a  competitive 
advantage  in  that  sector.  Affiliates  of  Japanese,  German, 
and  British  parents  have  less  than  2  percent  of  total  1987 
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sales  in  any  high-technology  industry,  with  four  excep- 
tions: 

•  Japanese-owned  affiliates  had  32.2  percent  of  total 
industry  sales  in  the  video  and  audio  equipment 
industry,  but  7. 1  percent  of  total  industry  sales  if 
sales  in  communications  equipment  are  included. 

•  German-owned  affiliates  had  9.2  percent  of  total 
industry  sales  in  the  plastics  and  synthetics  indus- 
try, and  6.7  percent  of  total  industry  sales  in  the 
industrial  inorganic  chemicals  and  synthetics 
industry. 

•  British-owned  affiliates  had  8.5  percent  of  total 
industry  sales  in  drugs,'*  7.3  percent  of  total 
industry  sales  in  industrial  inorganic  chemicals 
(only  3  percent  if  synthetics  is  added  to  inorganic 
chemicals),  and  2.6  percent  of  total  communica- 
tions equipment  industry  sales. 

Number  of  Acquisitions  as  an  Indicator  of 
Technology  Targeting 

Number  of  acquisitions  has  been  used  by  some 
researchers  as  an  indicator  that  foreign  firms  have  "tar- 
geted" an  industry  in  order  to  gain  a  dominant  market 
share.   "Targeting"  refers  to  foreign  firms  of  a  country 
systematically  focusing  investment  in  a  group  of  high- 
technology  firms,  or  their  technologies,  or  market  share  of 
a  high-technology  industry.  Five  major  investing  coun- 
tries —  Canada,  Germany,  the  Netherlands,  the  United 
Kingdom,  and  Japan  ~  accounted  for  60  to  80  percent  of 
all  foreign  acquisitions  in  high-technology  industries  over 

"Although  data  for  Swiss  firms  not  available  separately,  it  is  likely  that 
those  firms  also  account  for  a  large  share  of  total  industry  sales  in  drugs. 


the  1987  to  1990  period.  Nevertheless,  no  one  country 
spears  to  dominate  these  transactions  in  any  given  high- 
technology  industry  over  the  entire  four-year  period. 
(Table  6-7.) 

•  Among  the  major  investors,  British  firms  were  the 
most  active  with  194  high-technology  acquisitions 
and  establishments,  followed  by  Japan  with  145. 
The  least  active  was  the  Netherlands. 

•  Most  of  the  acquisitions  and  establishments  by 
these  five  countries  occurred  in  electronic 
components  and  accessories  (112),  instruments 
(88),  and  computers  and  office  equipment  (53). 
Japanese  firms  and  British  firms  were  the  largest 
investors  in  these  three  industries. 

•  Japanese  firms  had  proportionately  more  new 
establishments  (as  opposed  to  acquisitions)  than 
firms  fi"om  other  countries,  averaging  about  one- 
third  of  investments  in  new  establishments. 

The  numbers  of  acquisitions  and  new  establish- 
ments do  not  appear  to  mdicate  that  firms  fi^om  any  one 
country  have  sought  to  dominate  a  given  market,  but  these 
data  can  be  misleading  if  considered  alone.'*  These  data 
do  not  provide  relative  size  of  acquisition  or  relative  size 
of  sales,  which  are  needed  to  determine  extent  of  concen- 
tration in  the  industry.  Moreover,  numbers  of  acquisitions 
and  new  establishments  provide  no  information  on  the 
types  or  importance  of  any  technology  accessed  or  gained. 


"Data  are  classified  according  to  primaiy  industry  of  sales  of  the  acquired 
or  newly  established  U.S.  business,  rather  than  on  the  basis  of  industry  of 
sales  of  each  type  ofbusiness  in  which  the  affiliate  operates.  To  this  extent, 
these  data  may  not  be  comparable  to  data  collected  by  individual  research- 
ers, and  thus,  comparisons  should  be  made  with  caution. 


Table  6-7 

Number  of  High-Technology  Firm  Acquisitions  and  Establishments  by  Major  Investing  Country, 

1987-1990 


Industry 

Industrial  Chemicals  &  Synthetics 

Drugs 

Engines  &  Turbines 

Computers  &  Equipment 

Audio,  Video,  &  Communications  Equipment. 

Electronic  Components 

Other  Transport 

Instruments 

Computer  &  Data  Processing  Services 

Engineering  &  Architectural   Services 

R&D  &  Testing  Services 


Nether- 

United 

ToulS 

Toul  All 

Cinadi 

Germany 

lands 

Kingdom 

liipin 

Cpuntriej 

Cs>yrnri«j 

1 

9 

6 

23 

7 

46 

75 

1 

2 

1 

6 

7 

17 

26 

2 

1 

0 

1 

1 

S 

7 

1 

6 

6 

19 

20 

S3 

77 

6 

1 

0 

12 

6 

25 

3! 

11 

6 

5 

42 

48 

112 

154 

1 

1 

0 

10 

1 

13 

21 

4 

10 

1 

46 

27 

86 

131 

11 

1 

5 

19 

11 

47 

72 

3 

3 

1 

12 

5 

24 

39 

1 

5 

0 

4 

12 

22 

30 

Source:  Bureau  of  Economic  Analysis,  unpublished  data. 
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Using  Affiliates  to  Acquire  U.S. 
Technologies 

Despite  limitations,  available  FDI  data  indicate  that 
foreign  firms  are  not  using  their  U.S.  affiliates  to  "strip 
out"  U.S.  technology.  Rather,  these  data  suggest  that 
foreign-owned  firms  are  contributing  to  U.S.  R&D  invest- 
ment and  technological  developments. 

The  data  show  that  U.S.  affiliates  have  increased 
their  R&D  spending  at  a  faster  rate  than  the  typical  U.S.- 
owned  firm,  especially  in  high-technology  industries. 
Their  ratios  of  R&D  to  sales  are  close  behind  U.S. -owned 
firms  in  manufacturing  industries,  and  almost  equal  in 
high-technology,  manufactiuing  industries.  The  ratios  are 
higher  than  U.S. -owned  firms  in  the  drugs  and  the  audio, 
video,  and  communications  equipment  industries.  They 
have  established  a  number  of  in-house  R&D  facilities  in 
the  United  States.  The  data  also  indicate  a  very  large  net 
inflow  of  technology  fi"om  foreign  parents  to  their  affili- 
ates. 

R&D  Spending  and  Other  R&D  Activities  of 
Foreign-owned  Firms 

R&D  spending  by  U.S.  affiliates  of  foreign  compa- 
nies has  accounted  for  a  small,  but  rapidly  rising  share  of 
that  by  all  U.  S .  companies.  According  to  National  Science 
Foimdation  (NSF)  data,  R&D  expenditures  by  all  firms  in 
all  industries  grew  20  percent  between  1987  and  1990, 
fi-om  $61.4  billion  to  $73.8  billion."  In  contrast,  R&D 
spendmg  by  Ml  U.S.  affiliates  increased  nearly  $5  billion 
to  $11.3  billion  in  1990  fi-om  $6.5  billion  in  1987,  a  74 
percent  rise,  reflecting  mostly  large  numbers  of  acquisi- 
tions of  existing  U.S.  firms,  rather  than  increases  by 
existing  U.S.  affiliates.'*  Affiliates  of  three  countries  ~ 
Japan,  the  United  Kingdom,  and  Switzerland  —  accounted 
for  most  of  the  increase;  R&D  spending  in  their  U.S. 
facilities  rose  by  about  $  1  billion  for  each  country  between 


"National  Science  Foundation,  Division  of  Science  Resources  Studies, 
Selected  Data  on  Research  and  Development  in  Industry:  1990.  BothBEA 
and  NSF  survey  data  used  here  are  collected  at  the  enterprise  level,  and 
exclude  contract  research  by  companies  at  universities  and  private  labora- 
tories. NSF.but  notBEA,  also  collects  and  reports  data  that  include  contract 
research. 

"The  R&D  spending  by  manufacturing  affiliates  may  be  understated, 
because  of  industry  classification  problems.  BEA's  'R&D  expenditures  are 
classified  by  primary  industry  of  sales.  Thus,  R&D  spending  by  some 
industries  maybe  grouped  in  wholesale  trade  even  though  a  relatively  large 
proportion  of  the  affiliate's  business  may  be  in  manufacturing  though  less 
than  the  largest  To  account  for  this  possibility,  in  this  chapter,  R&D 
spending  of  the  wholesale  trade  of  motor  vehicles  and  equipment  has  been 
included  with  manufacturing  of  motor  vehicles  and  equipment,  especially 
since  the  value  of  their  R&D  spending  is  so  much  greater  in  wholesaling 
than  in  manufacturing.  Including  R&D  spending  by  wholesaling  in  motor 
vehicles  could  overstate  U.S.  affiliates'  spending  relative  to  all  U.S.  com- 
panies, however.  Available  data  cannot  be  used  to  determine  the  extent  of 
this  problem. 


1987  and  1990,  while  German  affiliates  increased  R&D 
spending  by  $600  million.  The  relatively  more  rapid 
increase  in  R&D  spending  by  U.S.  affiliates,  compared  to 
all  U.S.  firms,  is  reflected  in  the  affiliates'  share  of  total 
U.S.  company- fimded  R&D  expenditures;  the  share  rose 
from  6.4  percent  in  1980  to  10.6percentin  1987  and  15.4 
percent  in  1990  (Figure  6-2). 

R&D  in  High-Technology  Industries.  Foreign- 
owned  firms  accoimt  for  a  growing  share  of  R&D  expen- 
ditures in  U.S.  high-technology  industries,  reflecting  in 
large  part,  the  large  number  of  foreign  acquisitions  of 
existing  U.S.  firms,  rather  than  increases  in  spending  by 
existing  U.S.  affiliates.  The  exact  proportion  of  that 
increase  in  U.S.  affiliate  R&D  spending  attributed  to 
acquisitions  relative  to  existing  affiliates  cannot  be  deter- 
mined. 

The  U.S.  affiliates'  share  of  R&D  spending  in  all 
high-technology,  manufacturing  industries  increased  to 
17  percent  in  1990  from  about  1 3  percent  in  1987.  Among 
high-technology  industries,  however,  the  share  of  affili- 
ates' R&D  relative  to  total  U.S.  company-fimded  R&D 
varies  widely  (Figxu-e  6-3). 

•  Affiliates  accounted  for  a  very  large  share  of  total 
R&D  expenditures  in  the  industrial  chemicals  and 
synthetic  materials  industry  -  59  percent  in  1990, 
compared  with  54  percent  in  1987. 

•  The  affiliates' share  of  total  R&D  spending  in  the 
drugs  industry  grew  very  rapidly  from  27 
percent  in  1987  to  42  percent  in  1990.  The  large 
share  of  affiliates'  R&D  spending  in  this  industry 
in  1990  partly  reflects  several  large  foreign 


Figure  6-2 

U.S.  Affiliates'  Share  of  All  Company  R&D 

Performed  in  the  United  States 


Percent 


1980  1966  1986  1990 

Sources:  Bureau  of  Economic  Analjrsb  end  National  Science  Foundation. 
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figure  6-3 

Affiliates'  Share  of  R&D  in  U.S.  High-Technology 

Industries.  I987&  1990 
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Sources;  Bureau  of  Economic  Analysb  and  National  Science  Foundation. 


acquisitions  of  U.S.  drug  companies  and  a  minority 
ownership  in  a  major  U.S.  drug  company." 

The  share  of  total  affiliate  R&D  spending  in  the 
audio,  video,  and  communications  equipment 
industry  almost  doubled  between  1987  and  1990, 
from  10  percent  to  18  percent  of  the  total  in  that 
industry. 


Figure  6-4 

Distribution  of  High-Technology  R&D  Spending, 

by  All  Companies  &  Affiliates,  1990 

All  Companies:  $43.9  billion 

Other  tranaport  oqulp.   I SX 
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Sources;  Bureau  of  Econmk  Analysb  and  National  Science  Foundation. 


•      U.S.  affiliates'  share  of  R&D  spending  m  1990  was 
very  small  in  other  industries. 


have  95  U.S.  R&D  facilities,  Korean  companies,  six,  and 
Canadian  companies,  three. ^^ 


The  allocation  of  R&D  spending  across  industries 
by  U.S.  manufacturing  affiliates  and  aH  U.S.  manufactur- 
ing firms  differs  significantly  (Figiare  6-4).  Of  total 
affiliates' R&D  spending  inmanufacturing, U.S.  affiliates 
devoted  much  more  in  the  chemicals  sector  -  industrial 
chemicals  (33  percent)  and  drugs  (3 1  percent)  ~  than  U.S. 
manufacturing  companies  which  devoted  23  percent  of 
theirtotal  R&D  on  that  group  of  industries.  U.S.  affiliates 
in  the  computer  industry  accounted  for  1 0 .0  percent  of  the 
total,  compared  to  ^  U.S.  computer  companies  which 
allocated  a  large  share  of  total  spending  (25  percent).  The 
share  of  U.S.  affiliates  spending  in  other  transportation 
equipment  was  less  than  2  percent  of  total  R&D  spending 
by  U.S.  affiliates,  compared  to  15  percent  for  all  U.S. 
transportation  equipment  companies  in  1990. 

Number  and  Size  of  R&D  Facilities.  U.S.  affili- 
ates of  foreign  companies  differ  significantly  in  number 
and  size  of  R&D  facilities.  Japanese-owned  companies 
seem  to  have  more  U.S.  R&D  facilities  (150)  than  all  other 
coimtries  combined  (Table  6-8).    European  companies 


"I*ublic-source  information  indicates  that  major  acquisitions  of  U.S.  com- 
panies witli  large  R&Dbudgets  included  SmithKJine  Beclcman  by  Beechman 
(U.K.)  and  Glaxo  (U.K.). 


•  Japanese  affiliates  operate  a  large  number  of  U.S. 
design  and  research  facilities  partly  because  they 
are  more  active  in  U.S.  R&D  —  62  companies  in 
1992,  compared  with  42  European  firms,  6  Korean 
firms,  and  one  Canadian  company. 

•  Japanese-owned  firms  tend  to  have  more  R&D 
facilities  —several  Japanese  electronics  firms  have 
10  to  15  labs  at  different  sites  ~  than  other  foreign 
companies.  An  exception  is  the  German  furn, 
Siemens,  with  more  than  20  U.S.  research  facili- 
ties. 

•  Japanese-owned  companies  have  more  R&D 
centers  in  each  industry  than  affiliates  of  all  other 
countries  combined,  except  in  the  biotechnology 
industry  which  is  dominated  by  European  compa- 
nies. 

"Datacompiledby  analysts  in  tiieOtTice  of  Business  Analysis,  Economics 
and  Statistics  Administration,  U.S.  Department  of  Commerce,  from  pub- 
licly available  sources  and  from  private  corporations.  These  data  include 
numbers  of  design  studios,  which  are  not  considered  research  facilities  by 
the  National  Science  Foundation,  and  thus,  possibly  represent  a  significant 
overstatement  of  research  facilities  located  in  the  United  States  -  as  much 
as  80  percent  above  actual  R&D  facilities,  according  to  one  NSF  analyst 
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Table  6.8 
U.S.  R&D  Facilities  of  Foreign  Companies 
Selected  industries  and  Companies,  1 992 


Nether-      United       Switer-  Other 

Industry  Japan       Germany      Korea         lands       Kingdom        land        Sweden      France     Countries 

Computers 20                3                 4                  I 

Software 21                 2                  I                   I 

Semiconductors 17                2                 3                  I 

Telecomm 14                3                  I                                                                           I 

Opto-electronlcs 8 

HDTV 7                111 

Semiconductor  Manuf.  Equip 5 

Medical  Equip I 

Biotechnology 17 

Automotive 29 


3 

4 

2 

1 

2 

3 

3 

1 

3 

1 

1 

2 

12 

7 

3 

13 


II 


I 


II 


Source :  Compiled  by  ESA,  Office  of  Business  Analysis  from  data  firom  Japan  Economic  Institute,  company  officials  and  company  publications,  and 
industry  trade  journals. 


•      Japanese,  as  well  as  Korean,  companies  tend  to 
have  a  separate  R&D  facility  for  each  area  of 
technology,  while  Exiropean  firms  tend  to  concen- 
trate R&D  activities  at  large  central  laboratories. 

Moreover,  available  data  indicate  that  European 
companies  often  employ  three  to  four  times  more  staff  in 
their  U.S.  research  centers  than  do  Japanese  firms,  al- 
though information  on  R&D  facilities  is  not  complete. 

Motivations  for  Setting  Up  R&D  Facilities.  Rea- 
sons for  setting  up  R&D  facilities  fi^equently  differ  by 
industry  of  U.S.  affiliates,  and  the  characteristics  and 
growth  in  affiliates'  R&D  facilities  in  the  United  States 
have  changed  over  time.  Japanese-owned  auto  firms  have 
expanded  the  nature  of  their  design  centers  to  include  more 
sophisticated  research  activities,  in  order  to  help  the 
production  facilities  they  established  to  produce  vehicles 
for  the  U.S.  market.  Electronics  companies  have  been 
locating  their  R&D  laboratories  in  areas  with  large  mxm- 
bers  of  scientists  and  engineers,  such  as  Silicon  Valley  or 
the  Research  Triangle  inNorth  Carolina.^'  European  firms 
~  German  firms  in  particular  —  are  moving  biotechnology 
research  to  the  United  States  because  of  an  unfavorable 
regulatory  environment  for  biotechnology  research  and 
manufacturing  in  Europe." 


^'See  Donald  Dalton  and  Manuel  Serapio,  U.S.  Research  Facilities  of 
Foreign  Companies,  U.S.  Department  of  Commerce,  National  Technical 
Information  Service  (Washington,  D.C.),  forthcoming, 
^mily  Arakaki,  "Trends  in  Foreign  Direct  Investment  in  U.S.  Biotechnol- 
ogy" in  Foreign  Direct  Investment  in  the  United  Slates,  U.S.  Department 
of  Commerce,  Economics  and  Statistics  Administration,  August  1991. 


Comparison  of  R&D  Intensities  of  U.S. 
Affiliates  of  Foreign  Firms  and  U.S.  Firms 

U.S.  affiliates  in  all  industries  doubled  their  R&D 
intensity"  —  the  proportion  of  their  sales  devoted  to  R&D 
spending  increased  fi-om  0.5  percent  in  1980  to  1  percent 
in  1990.  Japanese-owned  affiliates  in  particular  increased 
their  R&D  spending  substantially,  reflecting  in  part  a  shift 
in  the  composition  of  investments  from  wholesaling  to 
manufacturing  (see  also  Chapter  4a).  U.S.  manufacturing 
affiliates,  with  a  2.5  percent  R&D-intensity  ratio,  were 
closely  behind  U.S. -owned  manufacturing  firms,  which 
had  a  2.8  percent  ratio  in  1990. 

Among  the  high- technology  industries,  the  R&D 
intensity  of  U.S.  affiliates  is  highest  for  those  in  the  drug 
industry,  followed  by  those  in  computers,  in  audio,  video, 
and  commimications  equipment,  and  electronic  compo- 
nents (Figure  6-5).  Over  the  1980s,  U.S.  affiliates  in  each 
high-technology,  manufacturing  industry  have  increased 
their  proportion  of  R&D  intensity,  except  for  those  in 
computers  and  office  eqmpment.  The  ratios  more  than 
doubled  for  instruments  and  related  products,  and  nearly 
doubled  for  household  video,  audio,  and  communications 
equipment  and  for  electronic  components.  The  already 
high  R&D  intensities  have  increased  relatively  little  in 
industrial  chemicals  and  synthetics  and  drugs,  and  drugs 
continues  to  have  by  far  the  highest  ratio. 

In  1990,  the  ratios  for  high-technology  manufactur- 
ing were  ahnost  equal:  U.S.  affiliates  in  high-technology 
manufacturing  had  a  ratio  of  6.7  percent,  and  U.S.-owned 


^For  some  purposes,  abetter  indicator  of  resources  devoted  to  R&D  efforts 
is  the  ratio  of  R&D  to  value  added,  but  value  added  data  are  not  available 
on  a  comparable  basis  for  all  U.S.  affiliates  and  U.S.  companies  in  high- 
technology  industries. 
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Figure  6-5 

U.S.  High-Technology  Affiliates'  Ratio  of  R&D  to 

Sales,  1 980  &  1 990 


Figure  6-6 

All  U.S.  Companies'  and  U.S.  Affiliates'  Ratios  of 

R&D  to  Sales,  1 990 
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firms,  aratio  of  6.5  percent.  Significant  differences  exist 
among  the  high-technology  industries,  nonetheless  (Fig- 
ure 6-6).  The  largest  difference  is  in  the  computer  and 
office  equipment  industry  where  the  ratio  for  all  U.S.- 
owned  companies  was  more  than  double  that  of  the  U.S. 
affiliates.  The  ratio  for  U.S.-owned  companies,  on  aver- 
age, is  almost  double  that  of  affiliates  in  the  instruments 
and  related  products  industry,  aad  slightly  higher  in  indus- 
trial chemicals.  The  major  exceptions  are  the  drugs 
industry  and  the  audio,  video,  and  communications  equip- 
ment industry,  in  which  U.S.  affiliates  have  a  slightly 
higher  average  R&D  to  sales  ratio  than  all  U.  S.  companies 
in  these  two  industries. 

Technology  Transfer  by  U.S.  Affiliates  to 
their  Foreign  Parents 

Measuring  transfers  of  technology  between  compa- 
nies requires  using  proxy  variables,  such  as  royalties  and 
license  fees.^*  Royalties  and  license  fees  are  annual 
payments  for  the  sale  and  use  of  intangible  property  rights, 
such  as  patents,  industrial  processes,  trademarks,  copy- 


^^Ideally,  royalties,  which  include  payments  for  copyrights  to  books, 
musical  recordings,  trademarks,  and  franchises,  but  not  necessarily  techni- 
cal know-how  of  industrial  processes,  should  be  deducted  from  the  sum  of 
royalty  and  licensing  fees.  However,  the  data  are  not  available  separately 
for  affiliated  parties.  Patent  licensing  fees  represent  about  70  percent  of 
total  licensing  and  royalty  fees  paid  between  unaffiliated  parties,  and  thus, 
the  values  discussed  in  this  section  are  overstated  to  the  extent  that  they 
include  royalty  payments  not  related  to  technology  transactions.  More- 
over, how  well  patents  measure  outputs  of  technology  and  how  well 
licenses  measure  payments  for  this  know-how  are  problematic.  These 
issues  are  extensively  discussed  in  the  literature  on  the  economics  R&D  and 
technical  change.  For  a  recent  discussion  on  the  limitations  of  these  data, 
see  Mary  Ellen  Mogee,  "Toward  International  Licensing  by  U.S.-Based 
Firms:  Trends  and  Implications,"  Technology  Transfer,  Spring  1991,  pp. 
14-19. 


rights,  franchises,  know-how,  and  other  intellectual  prop- 
erty rights.  Some  observers  believe  that  multinational 
corporations,  U.S.  and  foreign,  also  often  use  these  fees  to 
shift  costs  from  their  firms  in  a  low-tax  to  a  high-tax 
country  to  minimize  tax  obligations.  To  the  extent  that 
these  fees  reflect  such  transfer  pricing,  the  measurement 
of  technology  transfer  (payments  and  receipts)  between 
foreign  parents  and  their  U.S.  affiliates  may  be  misstated. 

The  data  on  royalty  and  license  fees  indicate  that 
there  has  been  an  overwhelmingly  large  n£t  inflow  of 
technology  to  U.S.  affiliates  from  their  foreign  parents. 
Net  payments  by  U.S.  affiliates  to  their  foreign  parents 
have  increased  from  $378  million  in  1980  to  $2.1  billion 
in  1991  (Table  6-9).  The  United  Kingdom  received  the 
largest  payments  of  royalties  and  license  fees,  followed 
closely  by  Japan,  Switzerland,  and  the  Netherlands  in 
1991  (Table  6-10). 

Payments  by  high-technology  affiliates  represent 
more  than  half  of  the  total  payments  by  U.S.  affiliates  in 
the  manufacturing  and  services  sectors  to  foreign  parents 
(Table  6. 1 1).  British,  German,  and  Japanese  multination- 
als account  for  almost  60  percent  of  total  royalties  and 
license  fee  payments  in  high-technology  industries.  The 
growing  deficit  of  affiliates'  payments  over  their  receipts 
suggests  that  foreign  parents  are  transferring  more  tech- 
nology to  their  affiliates  in  the  United  States  than  the 
reverse  (Figure  6-7). 

Much  of  the  attention  on  technology  transfer  has 
focused  on  Japanese  firms  because  of  Japan's  histon,'  of 
depending  on  foreign  technology,  and  the  high  profile 
given  by  the  press  to  the  rapid  growth  in  Japanese  acqui- 
sitions of  U.S.  firms.  However,  a  recent  study  of  U.S.- 
Japan joint  ventures  indicates  that  these  ventures  may 
provide  more  technology  to  the  United  States  than  tliey  do 
to  Japan,  largely  because  most  of  these  ventiu-es  occur  in 
industries  in  which  Japanese  firms  have  a  competitive 
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advantage.^'  Moreover,  the  most  recent  survey  of  all 
Japanese  manufacturing  companies  by  Japan's  Science 
and  Technology  Agency^*  shows  that  attitudes  about  tech- 
nology transfer  from  the  United  States  are  changing,  with 
36  percent  of  the  firms  surveyed,  indicating  that  no 
technology  transfer  would  occur,  36  percent  expecting 


technology  to  be  both  exported  and  imported,  and  the 
balance  almost  equally  divided  between  solely  importing 
and  solely  exporting  technology. 

Overall,  there  is  little  evidence  that  foreign  acquisi- 
tions of  small,  high-technology  U.S.  firms  have  resulted  in 
large  scale  technology  transfer  abroad.    Views  about 


Table  6-9 

Payments  and  Receipts  of  Royalties  and  License 

Fees  between  U.S.  Affiliates  and  Foreign  Parents 

(millions  of  dollars) 


^Op.  cit.,  Christelow,  1989. 

^Survey  Report  on  Research  Activities  in  Private  Enterprises,  Science  and 
Technology  Agency  (Tokyo:  February  1992),  translated  in  Science  and 
Technology,  Japan,  JPRS- JST-92-02 1 ,  August  14,  1992. 


Net 

Year 

Payments 

Receipts 

payments 

1980 

426 

48 

378 

1981 

487 

74 

413 

1982 

394 

69 

325 

1983 

465 

60 

405      ■ 

1984 

665 

68 

597 

1985 

568 

102 

466 

1986 

799 

180 

619 

1987 

1,141 

229 

912 

1988 

....        1,285 

263 

1,022 

1989 

1,632 

349 

1,283 

1990 

1,931 

376 

1,555 

1991 

....       2,674 

514 

2,160 

Notes:  Inflows  are  payments  of  royalties  and  license  fees  by  U.S.  affiliates 

to  their  foreign  parents. 

Outflows  are  receipts  of  royalties  and  license  fees  by  U.S.  affiliates  from 

their  parent  firms. 

Receipts  and  Payments  are  before  deduction  of  withholding  tax. 

Source:    Bureau  of  Economic  Analysis,  Survey  of  Current  Business, 

various  issues. 


Figure  6-7 

Royalties  &  License  Fee  Payments  and  Receipts, 

by  Country  of  UBO,  1 980-9 1 
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Table  6-10 

Royalties  and  License  Fees:  Payments  to,  and  Receipts  from.  Foreign  Parents 
by  U.S.  Affiliates  in  All  Industries  and  in  High-Technology  Industries,  1983-1991 

(Millions  of  dollars) 


1983 
Payments  Receipts 


1287 
Payments  Receipts 


1188 
Payments  Receipts 


Manufacturing 

Of  which:   High-technology  . 
Services 

Of  which:   High-technology. 


234 

98 

14 

0 


33 

4* 

2 

0 


1989 
Payment;        Rgcglpt; 


755 
371 
41 
3* 


94 
II* 
31 
8* 


1290 

Payment?        Receipts 


812 

443 

35 

29 


109 
18* 
41 
6* 


i2£i 
Payments  Receipts 


Manufacturing 

1098 

155 

1298 

160 

1784 

160 

Of  which:    High-technology  ... 

593 

29* 

740 

74* 

IOCS* 

81 

Services 

56 

78 

113 

73 

136 

107 

Of  which:   High-technology  ... 

22 

2* 

60 

2* 

77 

6* 

*Numberunderstated  because  industry  data  havebeen  suppressed  to  maintain  confidentiality  of  company  information.  High-technology  industry 

details  in  tables  in  Statistical  Appendix  A. 

Source:  Bureau  of  Economic  Analysis,  unpublished  data. 
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technology  transfer  vary  among  U.S.  industries.  There  is 
a  consensus  that  affiliates  of  Japanese  firms  are  bringing 
advanced  process  technology  into  the  United  States  in  the 
steel  and  auto  industries.^'  In  contrast,  where  Japan  is  far 
behind  such  as  in  computer  software  and  biotechnology, 
some  studies  suggest  significant  technology  may  have 
been  transferred  ft"om  the  United  States  to  Japan  through 
affiliates  as  well  as  by  other  types  of  strategic  alliances.^* 
One  study  of  Japanese  investments  into  the  United  States 
shows  that  Japanese  firms  tend  to  establish  new  plants  in 
R&D-intensive  industries,  but  that  joint  ventures  are 
preferred  if  U.S.  technology  is  sought."  A  recent  study  of 
foreign  investment  in  Silicon  Valley  indicates  that  acqui- 
sition does  not  necessarily  mean  that  technology  can  be 
expected  to  flow  overseas: 

The  critical  agents  for  the  diffusion  of  these 
technologies  (managers  and  employees  of  the 
small  firm)  remain  in  the  United  States,  where 
they  move  to  other  firms,  present  the  results  of 
their  research  to  domestic  audiences,  and  oth- 
erwise act  to  disseminate  much  of  the  technol- 
ogy domestically.'" 

Affiliates  and  Critical  Technologies 
Developments 

A  systematic,  quantitative  analysis  of  foreign  direct 
investment  in  U.S.  critical  technologies  is  not  possible  at 
this  time,  since  data  at  the  individual  product  level  re- 
quired to  examine  even  roughly  foreign  investment  in 
critical  technologies  are  not  available.  Moreover,  no  data 
system  captures  critical  process  technologies  used  to 
produce  goods  and  services.  Case  studies  can  provide 
insights  into  foreign  firms'  application,  development,  use, 
and  transfer  of  critical  teclmologies,  although  conclusions 
are  not  general izable  to  all  critical  technologies.  The  few 
case  studies  available  include:  the  Department  of 
Commerce's  Bureau  of  Export  Administration  case  stud- 
ies on  two  processing  equipment  technologies  (the  U.S. 
robotics  industry  and  the  semiconductor  wafer  processing 
equipment  industry);^'  the  National  Research  Council 
studies  on  Japanese  investment  in  the  biotechnology  and 
semiconductors  industries;"  and  the  analysis  by  the  Na- 
tional Advisory  Committee  on  Semiconductors  of  foreign 


^'Richard  Florida  and  Martin  Kenney,  "Restructuring  in  Place:  Japanese 
Investment,  Production,  Organization  and  the  Geography  of  Steel,"  Eco- 
nomic Geography,  forthcoming.  Also  see  Martin  Kenney  and  Richard 
Florida,  "The  Japanese  Transplants:  Production  Organization  and  Ke- 
giona.lDeve\opment,"  Journal  of  the  American  Planning  Association, 'Vo\. 
58,  No.  1,  Winter  1992. 

^See  op.  cit..  National  Research  Council,  ..biotechnology,  1992. 
^Bruce  Kogut  and  Sea  Jin  Chang,  "Technological  Capabilities  and  Japa- 
nese Foreign  Direct  Investment  in  the  United  States,"  The  Review  of 
Economics  and  Statistics,  Vol.  73,  No.  3  (August  1991),  pp.  401-413. 
'"David  J.  Teece,  "Foreign  Investment  and  Technological  Development  in 
Silicon  Valley,"  in  D.  McFetridge,  ed..  Foreign  Investment,  Technology 
and  Economic  Growth  (University  of  Calgary  Press,  1991)  pp.  215-235. 


investment  in  the  semiconductor  equipment  and  materials 
industries." 

These  studies  suggest  that  in  narrowly  defined  seg- 
ments of  an  industry,  firms  have  used  foreign  investment 
as  only  part  of  their  strategy  to  gain  world  market  shares 
and  to  obtain  new  products  and  technologies.  Indeed,  the 
studies  have  included  all  forms  of  strategic  alliances  ~ 
marketing  and  sales  agreements,  second-sourcing  agree- 
ments, licensing  agreements,  and  joint  ventures^  --  along 
with  acquisition  and  establishment  of  affiliates  in  the 
United  States.  For  example,  the  Commerce  study  of  the 
robotics  industry  indicates  that  Japanese  firms  have  relied 
mostly  on  these  types  of  international  agreements  and 
alliances,  rather  than  parent-subsidiary  relations  to  make 
large  gains  in  the  world  robotics  market." 

In  the  biotechnology  industry,  a  Commerce  study, 
included  in  last  year's  FDI  report,  concluded  that  foreign 
investment  provided  the  infiision  of  financial  resources 
needed  for  companies  to  survive,  retain  jobs,  and  increase 
investment  in  plant  and  equipment  and  R&D  to  develop 
new  products.  The  study  also  reported  that  European 
firms,  mostly  from  France,  Switzerland,  Italy,  and  Swe- 
den, have  made  36  of  the  40  majority-owned  U.S.  acqui- 
sitions by  foreign  firms;  and  that  European  firms  ac- 
counted for  26  of  minority-equity  purchases,  and  Japanese 
firms,  for  9  minority  investments  in  the  1980s.'*  The 
National  Research  Coimcil  study  of  alliances  in  the  bio- 
technology industry,  however,  cautions  that  in  the  long 
term,  linkages  between  Japanese-owned  U.S.  affiliates 
and  their  parent  firms  —  including  R&D  collaboration 
between  firms  and  between  firms  and  universities  —  could 
make  the  affiliates  strong  competitors  with  U.S. -owned 
firms,  xmless  U.S.  firms  and  imiversities  in  these  linkages 

"U.S.  Department  of  Commerce,  Bureau  of  Export  Administration,  Na- 
tional Security  Assessment  of  the  U.S.  Robotics  Industry  (March  1991); 
National  Security  Assessment  of  the  U.S.  Semiconductor  Wafer  Processing 
Industry{Apn\  1991).  A  study  of  optoelectronics  is  scheduled  forcomple- 
tion  in  the  near  future. 

'National  Research  Council,  Office  of  Japan  Affairs,  U.S. -Japan  Technol- 
ogy Linkages  in  Biotechnology:  U.S. -Japan  Strategic  Alliances  in  the 
Semiconductor  Industry.  (Washington,  D.C.:  National  Academy  Press, 
1992). 

"National  Advisory  Committee  on  Semiconductors,  Semiconductors:  A 
Strategic  Industry  at  Risk.  November  19S9\  Semiconductors:  Toward  A 
National  Semiconductor  Strategy,FebniAty  1991(Washington,D.C.:  U.S. 
Government  Printing  Office). 

■•^While  a  joint  venture  can  result  in  the  formation  of  a  subsidiary  of  two 
existing  firms  of  the  same  or  different  nationalities,  most  OECD  countries 
lack  a  precise  or  legal  definition  of  a  Joint  venture  and  any  reporting 
requirements  when  ajoint  venture  is  formed.  BEA  includes  in  the  FDI  data 
as  a  foreign-owned  firm  anyjoint  venture  established  by  a  foreign  company 
in  the  United  Slates,  but  does  not  distinguish  between  ajoint  venture  and 
other  investments.  The  International  Trade  Administration,  U.S.  Depart- 
ment of  Commerce,  provides  data  on  foreign  direct  investment  that  differ- 
entiate joint  ventures  from  other  investments.  However,  the  ITA  ditA  base 
is  not  a  complete  universe,  and  does  not  provide  investment  values  for  all 
transactions.  Thus,  available  quantitative  data  on  all  joint  venture  agree- 
ments are  incomplete,  and  are  not  comparable  to  each  other. 
■"Op.  ciL,  U.S.  Department  of  Commerce,  p.  78. 

■"U.S.  Department  ofCommerce,  Economics  and  Statistics  Administration, 
Foreign  Direct  Investment  in  the  United  States  (Washington,  D.C.:  U.S. 
Government  Printing  Office,  August  1991),  p.  73. 
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develop  strategies  to  ensxire  they  will  accrue  benefits  from 
them." 

A  National  Research  Council  Semiconductor  Work- 
ing Group,  which  studied  Japanese  acquisitions  and  in- 
vestments in  semiconductors,  semiconductor  equipment 
and  materials,  could  draw  no  firm  conclusions  about  the 
advantages  or  disadvantages  of  foreign  investment.  It 
found  that  the  costs  incurred  are  long-term  and  difficult  to 
quantify.  However,  it  did  find  that  the  benefits  are  short- 
term,  immediate,  and  readily  measured.  Although  the 
predominant  flow  of  technology  since  World  War  II  has 
been  to  Japan  from  the  United  States  and  Europe,  U.S. 
participants  currently  appear  to  be  receiving  more  inflows 
of  technology  from  Japan  than  in  the  past.  The  National 
Advisory  Committee  on  Semiconductors,  on  the  other 
hand,  points  out  that  the  financial  weakness  of  U.S.  firms 
in  key  segments  of  the  semiconductor  industry,  such  as  in 
materials  and  semiconductor  equipment,  could  make  them 
prime  targets  for  acquisitions  and  technology  transfer 
overseas,  and  could  lead  to  further  erosion  of  the  U.S.- 
owned  industry  infrastructure.'* 

The  detailed  data  from  the  BEA-Census  Data  Link 
Project  show  that,  in  1987,  foreign-owned  producers' 
shares  of  total  U.S.  sales  in  three  industries  that  produce 
products  embodying  critical  technologies  are  not  large: 
computers  (SIC  3571),  7.4  percent;  semiconductors  and 
related  devices  (SIC  3674),  14. 2  percent;  aircraft  and  parts 
(SIC  372),  1.7  percent;  and  in  magnetic  and  optical 


"Pp.  cit..  National  Research  Council,  1992. 

^Op.  cit.,  National  Research  Council,  pp.  52-53,  74-83;  op.  cit.,  National 

Advisory  Conunittee  on  Semiconductors,  1991. 


recording  media  (SIC  3695),  the  share  was  relatively  high 
at25.8percent.3» 

Future  Research 

The  results  presented  in  this  chapter  do  not  give 
conclusive  answers  to  many  detailed  questions,  including 
the  growth  in  existing  high-technology  affiliates  versus 
acquisitions  and  new  establishments,  and  U.S.  affiliates' 
role  in  selected  high-technology  niche  markets.  Existing 
data  also  do  not  allow  identification  of  corporate  linkages 
(e.g.,  keiretsu  relationships)  among  foreign  parents.  An- 
other gap  lies  in  measuring  the  size  of  acquired  firms  as  an 
indicator  of  motive  to  access  U.S.  technology.  Some 
observers  have  concluded  that  the  size  of  the  affiliate,  at 
least  in  the  electronics  industry,  indicates  why  the  foreign 
firm  is  motivated  to  acquire  the  U.S.  firm  and  its  technol- 
ogy, especially  if  the  high-technology  affiliate  is  small, 
and  shows  little  or  no  profits;  i.e.,  the  U.S.  firm  is  in  need 
of  capital  infusion  and  has  had  difficulty  in  obtaining 
credit  or  equity.'"'  Finally,  differences  in  Japanese  com- 
pany strategies  versus  European  or  Canadian  firms'  strat- 
egies to  access  U.S.  technology  remain  unaddressed. 


"Examples  of  the  critical  technologies  (from  Table  6-2)  embodied  in  the 
products  of  these  four  industries  are:  high-performance  computing  and 
networking,  electronic  and  photonic  materials,  microelectronics  and  opto- 
electronics in  computers  and  semiconductors;  data  storage  and  peripherals 
in  magnetic  and  optical  recording  media;  and  aeronautics  in  aircraft  and 
parts. 

^See  Phyllis  A  Gentherand  Donald  DaMoa,  Japanese-Affiliated  Electron- 
ics Companies:  Implications/or  U.S.  Technology  Development  (Econom- 
ics and  Statistics  Administration  and  Technology  Administration,  U.S. 
Department  of  Commerce,  NTIS,  March,  1991)  for  one  point  of  view. 
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U.S.  Foreign  Trade  in  Merchandise  and 
Services  by  Foreign-Owned  U.S.  Firms 


by  Lester  A.  Davis' 


U.S.  affiliates  of  foreign-owned  firms  (hereafter  U.S. 
affiliates)  continue  to  have  an  increasing  role  in  U.S. 
foreign  trade  in  merchandise  and  services.  A  substantial 
proportion  of  the  U.S.  affiliates  pursue  a  strategy  quite 
different  fi^om  that  by  most  U.S.-owned  firms.  The 
resulting  differences  in  trade  performance  are  the  subject 
of  this  chapter. 

The  overall  U.S.  trade  deficit  peaked  in  1987  and 
then  greatly  improved  afterthe  very  large  1985-87  depre- 
ciation of  the  dollar.  U.S.  affiliates  as  a  group  accounted 
for  the  largest  share  of  the  pre- 1987  growth  in  the  U.S. 
trade  deficit,  but  for  virtually  none  of  its  overall  large 
reduction  between  1987  and  1990,  while  U.S.-owned 
firms  accounted  for  almost  all  of  that  reduction. 

Several  key  factors  account  for  the  rapid  growth  of 
affiliate  trade  since  1986  and  their  disparate  trade  perfor- 
mance compared  with  U.S.-owned  firms: 

•  The  trade  of  existing  affiliates  expanded  rapidly; 

•  The  number  of  new  foreign-owned  fums  also  grew 
rapidly,  with  acquisition  of  new  affiliates  each  year 
accounting  for  a  small  but  important  share  of  the 
affiliates'  total  trade  growth; 

•  A  large  share  of  the  affiliates  are  wholesalers 
whose  function  is  mainly  to  distribute  foreign-made 
products  in  the  U.S.  market;  and 

•  Foreign-owned  finns  tended  to  be  highly  dependent 
on  imports  fi"om  their  parents  for  goods  for  resale 
and  for  inputs  to  their  production  facilities. 

In  contrast  to  the  much  larger  growth  in  the  affili- 
ates' imports,  the  growth  in  their  exports  accounted  for  a 
small  share  of  the  growth  in  the  U.S.  economy  and  jobs 
between  1986  and  1990  —  supporting  an  estimated  1.7 
million  U.S.  jobs  in  1990. 


*  Senior  International  Economist,  Office  of  Macroeconomic  Analysis, 
Office  of  the  Chief  Economist,  Economics  and  Statistics  Administration, 
U.S.  Department  of  Commerce. 


At  least  since  1980,  Japanese-owned  U.S.  firms 
have  been  a  major  factor  in  the  overall  trade  performance 
of  U.S.  affiliates.  They  have  by  far  the  largest  national 
shares  of  all  U.S.  affiliates'  total  exports  and  imports,  and 
they  accounted  for  well  over  one-half  of  the  growth  in  the 
U.S.  affiliates'  overall  U.S.  trade  deficit  in  the  1980s.  To 
a  large  degree,  this  reflects  Japanese  firms'  heavy  invest- 
ment in  U.S.  wholesaling  affiliates,  such  as  in  autos  and 
electronic  consumer  goods. 

Trends  in  U.S.  Affiliate  Merchandise 

Trade 

U.S.  affiliate  trade  reflects  the  growing  internation- 
alization of  the  U.S.  economy  and  its  increased  economic 
interdependence  with  the  rest  of  the  world.  By  1990  (the 
latest  year  for  U.S.  affiliate  trade),  over  75  percent  of  total 
U.S.  merchandise  trade  involved  foreign-owned  U.S.  firms 
or  U.S.-owned  multinafional  firms,  and  about  40  percent 
of  the  total  involved  related  parties  at  both  ends  of  the 
trade.'  While  this  trend  was  first  led  in  earlier  years  by 
U.S.-owned  multinational  corporations,  more  recently  it 
has  been  strongly  paced  by  foreign-owned  finns. 

While  dropping  slightly  in  the  early  1980s,  the  U.S. 
affiliates'  share  of  the  overall  U.S.  trade  deficit  increased 
over  the  entire  decade.  In  contrast,  the  U.S.-owned  firms' 
share  decreased  over  the  decade.  The  U.S.  affiliate  share 
of  the  total  U.S.  trade  deficit  rose  fi^om  a  39.7  percent  low 
in  1984  to  88.0  percent  in  1990.  Even  when  the  overall 
U.S.  trade  deficit  began  to  shrink  sharply  after  1987,  the 
U.S.  affiliate  share  of  the  trade  deficit  continued  to  rise, 
suggesting  that  such  underlying  factors  as  exchange  rate 
changes  did  not  have  a  proportionate  effect  on  U.S. 


'  Because  of  differences  in  data  soua-es,  1  ')90  is  the  lalesi  L'.S.  affiliate  data 
year  available  at  the  time  of  preparing  this  report  on  FDI  in  the  United 
States.  U.S.  affiliate  trade  data  published  by  BEA  lag  by  one  year  or  more 
comparable  dalaon  overall  U.S.  trade  data  published  by  the  Census  Bureau. 
U.S.  affiliate  trade  data  are  obtained  by  annual  BEA  survey  questionnaires, 
while  those  on  overall  trade  are  reported  monthly  by  the  Census  Bureau 
with  only  about  six  weeks  lag  behind  the  end  of  the  reported  month.  Thus. 
these  latest  U.S.  affiliate  trade  data  do  not  reflect  the  large  continued  overall 
improvement  in  U.S.  trade  performance  that  occurred  between  1990  and 
1991. 
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affiliate  trade.  This  bias  was  significantly  due  to  the 
continued  large  post- 19  87  expansion  of  the  existing  affili- 
ates, and  the  rise  in  the  number  of  new  U.S.  affiliates, 
including  the  shift  in  existing  firms  fi"om  U.S. -owned  to 
foreign-owned,  their  composition  in  terms  of  country  of 
UBO  (ultimate  beneficial  owner),  and  industry  of  affiliate. 

Between  1980  and  1987,  the  overall  merchandise 
trade  deficit  of  U.S.  affiliate  firms  increased  sharply  to  a 
record  $95.4  billion,  and  remained  at  high  but  slightly 
lower  levels  in  1988  and  1989,  and  at  $89.5  billion  in  1990. 
This  rising  deficit  mainly  reflects  the  much  more  rapid 
increase  in  imports  than  exports  (Figure  7-1).  Moreover, 
the  U.S.  affiliate  performance  markedly  differs  fi^om  that 
of  U.S.-owned  firms,  whose  trade  deficits  peaked  at  $64.4 
billion  in  1984,  and  thereafter  decreased  sharply  and 
steadily,  reaching  $12.2  billion  in  1990. 

U.S.  affiliate  imports  grew  rapidly  and  steadily 
throughout  most  of  the  1980s,  more  than  doubling  in  value 
fi-om  $75.8  billion  in  1980  to  $180.7  billion  in  1990, 
reflecting  no  apparent  significant  restrictive  impact  fi-om 
the  1985-86  dollar  depreciation.  In  contrast,  the  U.S. 
affiliates'  exports,  persistently  much  smaller  than  im- 
ports, rose  by  only  three- fourths  more  than  their  1980  level 
by  1990.  Moreover,  unlike  U.S.  affiliates'  import  growth, 
their  export  growth  demonstrated  a  strong  apparent  sensi- 
tivity to  a  loss  of  price  competitiveness  in  the  first  half  of 
the  decade  and  then  to  its  improvement  since  1987.  U.S. 
affiliate  exports,  amounting  to  $52.2  billion  in  1980,  rose 
in  1981 ,  declined  irregularly  but  sharply  to  a  low  of  $48. 1 
billion  in  1987,  and  nearly  doubled  over  the  next  three 
years,  reaching  $91.1  billion  in  1990. 

Four  key  factors  contributed  to  the  rapid  rise  in  the 
U.S.  affiliate  trade  deficit  during  the  1 980s.  First,  existing 
affiliates  rapidly  expanded  their  operations.  Second,  U.S. 
affiliate  trade  is  conducted  primarily  by  wholesaling  firms 
~  most  of  whom  are  basically  importers  rather  than  other 
types  of  businesses.  Third,  they  demonstrated  a  strong 
dependence  on  their  parents  for  imports.  Fourth,  the 
largest  share  of  new  U.S.  affiliates  were  acquisitions  of 
previously  existing  U.S.-owned  firms  that  on  average  had 
a  higher  average  import  propensity  than  other  fums.  The 
shift  of  these  firms  to  foreign  ovmership  had  the  effect  of 
rapidly  reducing  the  overall  trade-deficit  of  U.S.  firms  that 
remained  U.S.-owned.  In  addition,  these  new  foreign- 
owned  firms  either  already  had  or  soon  developed  strong 
trade  links  to  their  foreign  parent  firms. 

The  sharp  1985-87  depreciation  of  the  dollar,  gener- 
ally considered  a  major  positive  factor  that  contributed  to 
the  overall  post- 1985  U.S.  export  growth,  apparently  did 
spur  U.S.  affiliate  exports  between  1985  and  1990,  but 
proportionately  less  than  exports  by  U.S.-owned  firms.  In 
contrast,  the  affiliates'  imports  rose  substantially  faster 
than  imports  by  U.S.-owned  firms.  As  a  result,  between 
1985  and  1990,  the  U.S.  affiliates'  trade  deficit  rose 
sharply,  while  the  U.S.-owned  firms'  deficit  fell  by  one- 
fifth  (Figure  7-2). 

There  is  public  debate  over  how  to  interpret  these 


figures.  Graham  and  Krugman  conclude  that  available 
data  do  indeed  suggest  that  "foreign  firms  have  a  substan- 
tially stronger  tendency  to  source  abroad  than  do  domestic 
firms''.^  James  Orr  points  out,  however,  that  even  if  the 
initial  propensity  of  foreign-owned  firms  is  to  import  more 
of  their  inputs  than  domestically-owned  firms,  the  ten- 
dency toward  import  substitution  tends  to  decline  over 
time.  However,  because  of  lags  involved  in  this  tendency, 
he  believes  that  several  years  will  be  required  before  the 
U.S.  trade  flows  of  foreign-owned  firms  will  improve.' 

^  Edward  M.  Graham  and  Paul  R,  Knigman,  Foreign  Direct  Investment  in 
the  United  States.  Second  edition.  Washington,  D.C.:  Institute  for  Interna- 
tional Investment,  1991,  p.  64. 

'  James  Orr,  "The  Trade  Balance  Effects  of  Foreign  Direct  Investment  in 
U.S.  Manufacturing,"  in  Quarterly  Review.  Summerl991.FederalReserve 
Board  of  New  York,  p.  63.  See  also  Office  of  Technology  Assessment, 
Congress  of  the  United  States.  October  1991.  Competing  Economies: 
America,  Europe  and  the  Pacific  Rim.  Washington,  D.C.:U.S.  Government 
Printing  Office,  p.  106. 
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Figure  7-2 

U.S.  Affiliates'  &  U.S.-Owned  Firms'  Merchandise 
Trade  Balances,  1 980-90 
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New  Versus  Existing  U.S.  Affiliates'  Trade 

The  BEA  data  on  U.S.  affiliates'  merchandise  trade 
greatly  help  understand  how  major  developments  in  their 
trade  relate  to  the  overall  U.S.  trade  performance.  For 
instance,  these  data  show  that  rapidly  rising  imports  by 
U.S.  affiliates  accounted  for  a  growing  share  of  total  U.S. 
imports.  Nevertheless,  there  are  limits  to  the  ability  of 
these  regularly  published  data  to  show  what  is  actually 
happening.  They  do  not  explain  that  the  rapid  growth  in 
recorded  value  of  imports  by  U.S.  affiliates  is  at  least 
significantly  due  to  the  rapid  annual  rise  in  the  number  of 
U.S.  affiliates. 

Irregular,  sometunes  large  shares  of  the  annual 
increases  in  U.S.  affiliate  exports  and  imports  are  ac- 
coimted  for  by  foreign  acquisition  of  existing  U.S.-owned 
firms  rather  than  the  expansion  of  trade  by  existing  U.S. 
affiliates;  that  is,  by  merely  changing  their  classification 
from  domestic-owned  to  foreign-owned.  While  BEA 
publishes  dataon  sales  and  employment  by  foreign-owned 
firms  acquired  or  established  each  year,  these  data  do  not 
identify  the  extent  that  total  U.S.  affiliate  trade  growth 
each  year  is  attributable  to  new  each  year  versus  existing 
affiliates. 

In  order  to  estimate  the  share  of  U.S.  trade  affected 
by  the  shift  in  U.S.  firm  ownership  between  the  two 
classifications,  BEA  has  provided  unpublished  data  on  the 
trade  of  U.S.  affiliates  that  are  "new"  each  year.  These 
data  are  based  on  firms '  responses  to  BEA' s  annual  FDIUS 
survey."  These  new  data  are  aggregations  of  imedited  and 
impublished  trade  data  reported  by  firms  responding  as 
"new"  in  the  BEA  annual  surveys.  Moreover,  these  data 
are  not  a  precise  measiu^e  of  the  annual  change  in  the  level 
of  trade  of  new  U.S.  affiliates  in  each  year.  These  data 
should  be  regarded  as  minimimi  shares  of  total  U.S.  trade 
that  are  shifted  from  existing  U.S.-owned  to  new  foreign- 
owned  affiliates  because  they  do  not  include  the  sizeable 
share  of  total  U.S.  trade  by  U.S-owned  firms  acquired  each 
year  by  existing  foreign-owned  affiliates  already  located 
in  the  United  States  that  are  consolidated  into  the  reports 
on  affiliates  existing  each  year.  Nonetheless,  the  data 
provide  a  useful  indicator  of  the  direction  and  magnitude 
of  the  annual  change  in  the  trade  of  the  new  versus  existing 
U.S.  affiliates. 

While  the  "new"  category  technically  includes 
trade  of  newly  established  U.S.  affiliates,  such  as 
"greenfield"  plants,  as  well  as  new  acquisitions,  "new" 
greenfield  U.S.  affiliates  probably  were  unlikely  to  have 
undertaken  a  significant  amount  of  trade  in  their  first  year. 
As  a  result,  for  the  purpose  of  these  estimates,  all  trade  by 
"new"  U.S.  affiliates  is  assumed  to  be  attributable  to 
acquired  companies  that  are  not  consolidated  into  existing 
affiliates. 


These  estimates  are  based  on  data  available  on  a 
consistent  basis  beginning  with  1987.  They  indicate  that, 
in  1987,  exports  by  newly  acquired  U.S.  affiliates  rose 
while  those  by  already  existing  U.S.  affiliates  dropped. 
Thereafter,  in  each  of  the  years  between  1987  and  1990, 
exports  by  "new"  affiliates  accounted  for  sharply  rising 
shares  of  the  annual  increases  in  total  exports  supplied  by 
all  U.S.  affiliates,  up  from  5  percent  in  1988  to  41  percent 
in  1990.  A  similar  large  irregularly  rising  share  of  total 
U.S.  affiliate  imports  each  year  was  accounted  for  by 
"new"  U.S.  affiliates,  up  from  13  percent  in  1987  to  38 
percent  in  1990  (Figures  7-3 A&B).  Although  these  esti- 
mated shares  show  that  a  continued  rising  number  of 
foreign  acquisitions  of  U.S.-owned  firms  accounted  for  at 
least  a  large  and  rising  share  of  the  exports  and  imports 
each  year  between  1987  and  1990,  these  estimated  shares 
were  not  so  large  that  they  constituted  a  major  proportion 
of  the  total  export  and  import  growth  by  U.S.  affiliates. 

Merchandise  Trade,  by  Industry  of  Product 

The  only  data  collected  by  BEA  on  U.S.  affiliate 
trade  on  a  product  basis  are  very  aggregated  and  are  only 
for  survey  benchmark  years,  the  latest  being  1987.  A  new 
benchmark  survey  covering  1992  is  being  conducted 
during  1993.  No  time  series  trade  data  are  collected  on  an 
industry  of  sales  basis,  although  data  are  reported  on  that 
basis  for  employment  and  sales.  The  principal  basis  used 
is  trade  by  industry  of  affiliate." 

In  1987,  trade  datareported  by  product  indicate  that 
two  of  the  eleven  product  categories  accounted  for  nearly 
60  percent  of  the  imports  by  U.S.  affiliates.  First  was  road 
motor  vehicles  and  parts  ($47.4  billion)  —  accounting  for 
33.0  percent  of  total  U.S.  affiliate  imports  (Figures  7- 
4A&B).  The  second  largest  import  product  category  was 
machinery  (including,  for  example,  computers,  electronic 
components,  and  machine  tools)  at  24.9  percent  ($35.8 
billion). 

In  1987,  wholesalers  dominated  U.S.  affiliate  im- 
porting. Wholesalers  were  the  principal  importers  in  most 
of  the  major  import  categories. 

In  1987  four  major  product  categories  accounted  for 
nearly  two-thirds  of  U.S.  affiliates'  $48.1  billion  in  mer- 
chandise exports  —  led  by  food's  20.5  percent  ($9.8 
billion).  A  close  second  was  chemicals'  16.7  percent  (S8.1 
billion)  followed  by  machinery's  15.5  percent  ($7.5  bil- 
lion) and  crude  materials'  12.7  percent  ($6.1  billion"). 

As  in  the  case  of  imports,  wholesalers  are  the 
dominant  exporters.  In  1987,  onaproduct  basis,  manufac- 
turers and  other  producers  were  less  directly  involved  in 
foreign  frade  than  were  wholesalers;  manufactxirers  ex- 
ported more  than  wholesalers  in  only  three  major  product 
categories  —  beverages  and  tobacco,  chemicals  and  ma- 


*  Question  16  in  the  BEA  annual  FDIUS  survey,  beginning  with  data  for 
1987,  asks  "Did  the  U.S.  business  enteiprise  become  a  U.S.  affiiiate  during 
its  [current]  fiscsd  year?" 


'  See  the  glossary  in  the  appendix  of  this  report  for  definitions  of  the 
different  bases  of  industry  data. 
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Figure  7-3A 

Estimated  Annual  Change  in  Merchandise 

Exports  of  New  &  Existing  U.S.  Affiliates, 

1987-90* 


1987 


1968 


1989 


1990 


Source:  Unpublished  Bureau  of  Economic  Analysis  data. 

•Exports  by  "new"  affiliates  in  the  year  shown;  exports  by  "existing"  affiliates  Is  the  change 
In  total  affiliate  exports  between  years  minus  the  "new"  affiliate  exports  In  that  year.  Thus, 
"new"  is  understated,  and  "existing"  te  overstated. 


Figure  7-3  B 
Estimated  Annual  Change  in  Merchandise 
Imports  of  New  &  Existing  U.S.  Affiliates, 

1987-90* 
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Source:  Unpublbhed  Bureau  of  Economic  Analysb  data. 

•Imports  by  "new"  affiliates  In  the  year  shown;  imports  by  "exbting"  affiliates  b  the  change 
In  total  affiliate  Imports  between  years  minus  the  "new"  affiliate  Imports  In  that  year.  Thus, 
"new"  b  understated,  and  "exbting"  b  overstated. 


Figure  7-4A 

U.S.  Affiliate  Merchandise  Exports,  by  Product, 

in  1987 


Figure  7-4B 

U.S.  Affiliate  Merchandise  Imports,  by  Product, 

in  1987 
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chinery,  and  in  machinery  they  were  only  marginally 
ahead  of  wholesalers. 

Merchandise  Trade,  by  Industry  of  Affiliate 

The  U.S.  affiliates  generally  import  merchandise 
either  for  use  as  inputs  in  their  own  production  processes 
or  for  resale  (largely  wholesale).  Analysis  of  the  U.S. 
affiliate  shares  of  these  two  uses  of  imports  would  signifi- 
cantly clarify  their  separate  impacts  on  U.S.  trade  and 
industries.  However,  this  analytical  approach  is  not 
possible,  because  the  principal  BEA  basis  for  disaggregat- 
ing their  merchandise  trade  data  is  in  terms  of  "industry  of 


affiliate".  Thus,  the  imports  by  manufacturing  affiliates 
can  not  be  assumed  to  be  solely  used  as  production  inputs, 
nor  can  imports  by  wholesaling  affiliates  be  assumed  sold 
as  finished  products  and  not  as  inputs  to  manufacturing 
operations  of  affiliates  classified  as  wholesalers.  In  addi- 
tion, it  is  not  possible  to  determine  the  U.S.  affiliates' 
share  of  total  U.S.  trade  by  either  U.S.  wholesalers  or 
manufacturers.  While  BEA  affiliate  trade  data  do  distin- 
guish between  trade  by  manufacturers  and  wholesalers  by 
industry  of  affiliate,  separate  Census  Bureau  trade  data  on 
overall  U.S.  trade  that  combines  trade  by  both  U.S.-  and 
foreign-owned  firms  are  not  available  on  the  basis  of 
industry  of  affiliate  over  time. 
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overall  U.S.  trade  that  combines  trade  by  both  U.S.-  and 
foreign-owned  firms  are  not  available  on  the  basis  of 
industry  of  affiliate  over  time. 

Merchandise  Trade  Balances.  The  merchandise 
trade  balance  of  U.S.  affiliates  in  the  three  largest  of  four 
industry  sectors  recorded  by  industry  of  affiliate  —  petro- 
leum and  coal,  manufacturing  and  wholesaling  ~  has  been 
negative  for  virtually  all  of  the  years  since  at  least  1980. 
Wholesaling  consistently  incurred  by  far  the  largest  trade 
deficit.  In  1990,  U.S.affiliates  in  the  wholesaling  industry 
had  a  $61.4  billion  trade  deficit  —  69  percent  of  the  total 
U.S.  affiliate  trade  deficit  (Figure  7-5).  The  industry 
sectors  that  accoimt  for  most  of  total  U.S.  affiliate  imports 
are  led  by  wholesaling,  manufacturing,  and  petroleum  and 
coal  (Table  7-1).  In  1990,  U.S.  affiliates  that  are  primarily 
wholesalers  accounted  for  nearly  two-thirds  of  the  U.S. 
affiliates'  total  merchandise  imports.  The  shares  of  the 
merchandise  exports  accounted  for  by  U.S.  affiliates  in 
wholesaling  (57.1  percent)  were  only  slightly  smaller  than 
for  imports. 

The  large  contribution  of  wholesaling  firms  to  the 
U.S.  affiliates'  trade  deficit  may  not  be  surprising,  since 
U.S.  affiliates  in  wholesaling  have  persistently  accoxmted 
for  the  largest  share  of  total  affiliate  trade,  and  they  are 
primarily  in  the  business  of  importing.  However,  the  trade 
deficit  of  U.S.  affiliates  principally  engaged  in  wholesal- 
ing decreased  from  its  1987  peak  of  $78.1  billion  to  $61.4 
billion  in  1990,  even  though  the  number  of  U.S.  wholesal- 
ing affiliates  continued  to  rise.  However,  the  potential 
1987-90  improvement  in  the  overall  affiliates'  trade  defi- 
cit from  this  three-year  decline  in  wholesalers'  deficit  was 
largely  offset  by  deficit  increases  by  petroleum  and  manu- 
facturing affiliates. 

Although  the  overall  U.S.  affiliate  trade  balance  was 
in  deficit  in  1990,  the  trade  balances  of  several  industries 
were  in  surplus.  Notable  trade  surpluses  included  the  trade 


Figure  7-5 

U.S.  Affiliate  Merchandise  Trade,  by  Industry  of 

Affiliate,  in  1 990 
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Table  7-1 

Shares  of  U.S.  Affiliate  Merchandise  Trade,  by 

Major  Industry  of  Affiliate,  in  1 990 

(Values  in  billion  dollars) 


Industry 

Total  value 

Shares: 

Petroleum 

Manufacturing 

Wholesaling 

Other  industries 


♦Negative  sign  reflects  an  affiliate  trade  deficit  share  of  the  overall  US.  trade 

deficit. 

Source:  Bureau  of  Economic  Analysis. 


of  manufacturers  of  industrial  chemicals  ($3.3  billion),  of 
instruments  ($267  million),  and  of  transport  equipment 
(except  motor  vehicles  and  equipment)  ($245  million), 
and  wholesalers  of  farm  products  raw  materials  ($13.1 
billion).  The  largest  individual  industry  deficits  include 
those  of  U.S.  affiliates  in  the  petroleum  industry  ($15.9 
billion),  manufacturers  of  electric  and  elecfronic  equip- 
ment ($4.0  billion),  and  wholesalers  of  motor  vehicles  and 
equipment  ($40.8  billion). 

By  and  large,  the  industries  with  deficits  in  1 980  had 
even  larger  deficits  ~  some  far  larger  -  in  1990.  For 
example,  the  trade  deficit  of  U.S.  affiliates  manufacturing 
electrical  and  electronic  equipment  rose  from  $572  mil- 
lion in  1980  to  $5.7  billion  in  1990,  and  the  deficits  of 
motor  vehicle  and  equipment  wholesalers  rose  from  $15.5 
billion  in  1980  to  $40.8  billion  in  1990.  Moreover,  some 
of  the  U.S.  affiliate  indusfries  that  had  trade  surpluses  in 
1980  had  sizeable  deficits  in  1990,  such  as  drugs  and 
medicine  manufacturers  and  producers  of  transportation 
equipment  (including  motor  vehicles  and  equipment). 
Contrary  to  this  general  trend,  the  trade  surpluses  of  U.S. 
affiliate  manufacturers  of  industrial  chemicals  rose  -  up 
from  $270  million  to  $3 .3  billion,  and  the  trade  balance  of 
U.S.  affiliates  manufacturers  of  instruments  shifted  from 
a  sizeable  deficit  to  a  sizable  surplus.  However,  the  trade 
surplus  of  wholesalers  of  farm  products  and  raw  materials 
decreased  slightly  from  $14.5  billion  in  1980  to  $13.1 
billion  in  1990. 

Merchandise  Imports.  In  1990,  wholesalers  ac- 
counted for  the  great  bulk  of  the  imports  —  62.8  percent 
($113.4  billion),  led  by  motor  vehicle  and  equipment 
wholesalers  (25.3  percent,  $45.7  billion),  followed  by 
wholesalers  of  elecfrical  goods  metals,  and  by  minerals 
wholesalers  (excluding  petroleum).  Imports  by  manufac- 
turing affiliates  were  led  by  electrical  andelectronic  goods 
($9. 1  billion),  chemicals,  and  non-electric  machinery. 

Manufacturing  U.S.  affiliates  have  been  steadily 
increasing  their  share  of  U.S.  affiliate  imports  over  the 
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past  decade.  Although,  in  1990,  total  U.S.  affiliate 
imports  continued  to  be  dominated  by  wholesalers,  manu- 
factiu-ers  have  sharply  increased  their  share  from  13.7 
percent  of  the  total  in  1980  to  17.8  percent  in  1987  and  to 
25.0  percent  in  1990.  Between  1980  and  1990,  the 
wholesalers'  share  of  U.S.  affiliate  imports  decreased 
sizably  from  71.3  percent  to  62.8  percent.  Even  the  import 
share  of  motor  vehicle  and  equipment  wholesalers,  after 
rising  from  23.8  percent  in  1980  to  34.9  percent  in  1987, 
dropped  to  25.3  percent  in  1990. 

Merchandise  Exports.  The  $4. 1  billion  decline  in 
U.S.  affiliates'  total  exports  between  1980  and  1987  was 
more  than  accounted  for  by  the  one-fourth  ($-1 1 .5  billion) 
drop  in  exports  by  wholesalers.  This  export  loss  was  partly 
offset  by  a  7 1  percent  ($+6.4  billion)  rise  in  exports  by  U.  S. 
affiliate  manufacturers.  In  confrast,  between  1987  and 
1990,  the  near  doubling  in  total  U.S.  affiliate  exports  (up 
$43.0  billion),  was  led  by  a  proportionately  greater  (1 1 1 
percent)  rise  in  manufacturers'  exports  (up  $17.2  billion) 
and  a  strong  79  percent  rise  in  wholesalers'  exports  (up 
$22.9  billion). 

High-Technology  Sector  Trade.  A  large  share  of 
the  increase  in  the  U.S.  affiliates'  exports  and  imports 
appears  to  be  in  high-techhology  products,  based  on  an 
analysis  of  the  trade  of  U.S.  manufacturing  affiliates.  A 
precise  analytical  conclusion,  however,  is  not  possible 
because  data  on  high-technology  products  exported  and 
imported  by  all  U.S.  affiliates  are  not  available.  More- 
over, data  for  high-tech  trade  by  indusfry  of  affiliate  are 
incomplete.  Data  on  high-tech  frade  by  wholesalers  are 
not  available,  and  data  for  high-tech  manufacturers  on  a 
detailed  industry  basis  are  available  only  beginning  with 
1987.* 

Both  exports  and  imports  of  U.S.  affiliate  high-tech 
manufacturing  industries  nearly  doubled  over  the  short 
period  1987-90.  The  resulting  frade  balances  have  varied 
irregularly  from  a  small  1987  deficit  of  $1.7  billion,  to 
surpluses  of  $  1 .2  billion  surplus  in  1 988  and  $489  million 
in  1989,  to  a  large  $4. 1  billion  deficit  in  1990. 

A  larger  than  proportionate  share  of  the  1987-90  rise 
in  both  imports  and  exports  of  the  U.S.  affiliates  in 
manufacturing  was  accounted  for  by  those  firms  in  high- 
tech  indusfries  ~  slightly  over  one-half  of  the  rise  in  their 
imports  and  slightly  under  one-half  of  their  exports. 
Moreover,  during  this  period,  U.S.  manufacturing  affili- 
ates accoimted  for  an  roughly  60  percent  of  the  rise  in  total 
U.S.  imports  of  high-tech  products,  but  only  about  15 
percent  of  the  rise  in  total  U.S.  high-tech  exports.' 


'  The  seven  manufacturing  industries  that  roughly  equate  to  high-technol- 
ogy industries  are:  industrial  chemicals;  drugs;  computers  and  office 
equipment;  audio,  video  &  communications  equipment;  electronic  compo- 
nents &  accessories;  other  transport  equipment  (which  includes  aircraft  & 
parts),  and  instruments  &  related  products.  These  are  the  same  high-tech 
product  industries  referred  to  in  Chapter6  on  U.S.  affiliates  and  technology. 


The  trade  of  both  U.S.  affiliate  manufacturers  of 
indusfrial  chemicals,  as  well  as  those  manufacturing  in- 
struments and  related  goods,  were  in  siuplus  for  virtually 
the  entire  1987-90  period.  In  1990,  the  large  frade  surplus 
of  U.S.  affiliates  manufacturing  industrial  chemicals  rose 
to  a  record  $3.3  billion  in  both  1989  and  1990,  while  in 
1990  affiliates  manufacturing  instruments  produced  a 
$267  million  surplus  and  those  producing  transport  equip- 
ment (other  than  motor  vehicles  and  related  equipment) 
produced  a  $245  million  surplus.  However,  trade  was 
consistently  in  deficit  for  almost  all  other  U.S.  affiliate 
high-tech  manufactiving  indusfries  throughout  1987-90, 
producing  in  1990  a  combined  $7.7  billion  frade  deficit, 
led  by  a  major  $3.2  billion  deficit  by  audio,  video,  and 
communications  equipment  manufacturing. 

Merchandise  Trade,  by  Country  of  UBO 

There  are  two  ways  to  examine  nationality  as  it 
relates  to  U.  S .  affiliate  frade  ~  frade  by  coimfry  of  ultimate 
beneficial  owner  of  affiliates  (UBO),  and  frade  by  geo- 
graphic destination  or  origin  of  those  shipments.  The 
following  discussion  focuses  on  frade  in  terms  of  country 
of  UBO  to  show  the  extent  that  nation  of  ownership  affects 
U.S.  affiliate  frade  performance.  It  also  roughly  corre- 
sponds in  orders  of  magnitude  and  relative  importance 
with  U.S.  affiliate  frade  reported  in  terms  of  destination 
and  origin  for  major  frading  counfries  and  groups,  such  as 
Canada,  Japan  and  Exirope  as  a  whole.  Owners  from  these 
three  coimfries  or  counfry  groups  have  accoimted  for  the 
great  bulk  of  U.S.  affiliate  frade  throughout  the  1980s  (88 
percent  in  1990)  (Figure  7-6). 

Most  of  the  $72  billion  rise  in  their  total  U.S. 

^  These  comparisons  are  based  on  affiliate  trade  data  on  an  industry  of 
affiliate  and  total  U.S.  trade  data  on  an  industry  of  product  basis,  and 
therefore  are  not  exactly  comparable;  however,  they  provide  an  approxi- 
mation of  the  impact  of  high-technology  affiliate  trade  on  total  U.S.  trade. 


Figure  7-6 

U.S  Affiliate  Merchandise  Trade,  by  Country  of 
Ownership,  in  1 990 
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merchandise  trade  deficit  between  1980  and  1987  and  the 
$6  billion  deficit  decrease  between  1987  and  1990  were 
accounted  for  by  European-owned  and  Japanese-owned 
affiliates  (Figure  7-7).  However,  during  1987-90  while 
the  Japanese  and  European  deficits  decreased  slightly,  the 
deficit  of  Canadian-owned  affiliates  continued  slowly  but 
steadily  to  increase,  rising  by  $  1 .2  billion  over  the  period, 
and  the  average  deficit  for  "all  other"  affiliates  nearly 
doubled,  rising  firom  $7.5  billion  to  $13.0  billion. 

The  reduction  in  the  deficits  of  Japanese  and  Euro- 
pean affiliates  appear  to  have  been  due  more  to  a  surge  in 
their  exports  than  to  any  slowdown  in  their  imports.  The 
rise  in  the  deficit  of  Canadian  affiliates  was  a  continuation 
of  the  earlier  slow  deficit  growth.  The  deficit  increase  of 
all  other  affiliates  was  due  to  a  surge  in  their  imports  that 
outpaced  their  export  growth  rate. 

An  alternative  comparison  of  U.S.-owned  and  for- 
eign-owned firms'  recent  change  in  trade  over  time  by 
country  of  destination  and  of  origin  of  the  merchandise  is 
not  possible,  as  such  data  for  the  affiliates  are  available 
only  for  benchmark  years,  the  most  recent  being  for  1987. 
Thus,  it  is  not  possible  to  determine  fi^om  available  data, 
for  example,  how  much  of  the  growth  in  Japanese-owned 
affiliates'  trade  is  with  Japan  versus  other  coimtries,  nor  is 
it  possible  to  determme  exactly  how  much  of  the  trade  with 
Japan  is  by  Japanese-owned  affiliates. 

Japanese-Owned  U.S.  Affiliate  Trade.  Over  the 
1980s,  Japanese-owned  firms  dominated  overall  U.S. 
affiliate  merchandise  trade— accounting  in  1990  for  48.5 
percent  of  all  affiliates'  imports  and  43.0  percent  of  their 
exports.  They  also  accounted  for  nearly  one-half  of  the 
total  1980-90  growth  in  the  U.S.  affiliate  trade  deficit. 
Indeed,  the  1990  trade  deficit  of  Japanese-owned  affiliates 
was  nearly  one-half  of  the  total  U.S.  merchandise  trade 
deficit.  Between  1980  and  1990,  Japanese-owned  U.S. 
affiliates  also  accoimted  for  well  over  one-half  of  the 


growth  in  total  U.S.  affiliate  imports,  exports,  and  deficit 
growth.  In  fact,  Japanese-owned  affiliates'  merchandise 
imports  grew  nearly  twice  the  pace  of  their  exports,  and, 
by  comparison,  more  than  twice  the  pace  of  European- 
owned  affiliates'  imports. 

The  Japanese-owned  U.S.  affiliates  have  accounted 
for  a  rising  share  of  growing  total  U.S.  affiliate  trade 
during  most  of  the  19  80s —  rising  from  3  6. 5  percent  of  total 
U.S.  affiliate  merchandise  imports  in  1980  to  a  peak  of 
51.3  percent  in  1 985  and  then  edging  down  slightly  to  48 .5 
percent  in  1990  (Figure  7-8). 

The  Japanese-owned  affiliates'  merchandise  im- 
ports in  1 990  were  twice  as  large  in  value  as  their  exports. 
This  size  difference  rose  sharply  over  the  decade ,  reaching 
$48.6  billion  in  1990,  and  exceeding  the  total  U.S.  trade 
deficit  with  Japan  that  year  (Figure  7-9).  However,  it 
should  be  noted  that  not  all  of  the  Japanese-owned  affiliate 
trade  originates  in,  or  is  destined  to,  Japan.  As  recently  as 
1987  (the  latest  data  year)  23  percent  of  Japanese-owned 
affiliate  exports  was  shipped  to  other  countries  and  7 
percent  was  imported  from  other  countries.  Thus,  while 
the  parents  of  these  U.S.  affiliates  are  located  in  Japan, 
many  affiliates  operate  as  components  of  a  multinational, 
not  just  a  binational,  corporate  network.  Several  of  these 
U.S.  affiliates  are  part  of  very  large  Japanese  world-wide 
trading  companies,  the  "sogo  shosha."  For  example, 
according  to  Glickmanand  Woodward,  "Mitsubishi  Inter- 
national accounts  for  $9  billion  of  annual  trade  from  the 
United  States."* 

Wholesalers  (including  those  in  the  importing  busi- 
ness such  as  the  very  large  Japanese  trading  companies) 
accounted  for  most  of  imports  and  exports  by  Japanese- 

'These  comparisons  reflect  affiliate  trade  data  on  an  industry  of  affiliate  and 
total  U.S.  trade  data  on  an  industry  of  product  basis.  See  page  57  in  Norman 
J.  Glickman  and  Douglas  P.  Woodward.  The  New  Competitors.  Basic 
Books,  1990. 


Figure  7-7 

Changes  in  U.S.  Affilitate  Merchandise  Trade 

Deficit,  by  Country  of  UBO,  1 980-87  &  1 987-90 
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Figure  7-8 

Japanese-Owned  U.  S.  Affiliate  Imports,  by  Value 

&  Share  of  Total  U.S.  Affiliate  imports,  1 980-90 
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Figure  7-9 

U.S.  Merchandise  Trade  Deficits,  Total  by 

Trading  Partner,  and  U.S.  Affiliates  by  Country  of 

Ownership,  in  1 990 
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owned  affiliates  in  1990  and  of  their  growth  over  the 
decade.  Between  1980  and  1990,  wholesalers  accounted 
for  77.4  percent  of  the  increase  in  Japanese-owned  affili- 
ates' imports,  up  $46.5  billion,  and  one-third  of  that 
import  growth  was  accounted  for  by  wholesalers  of  motor 
vehicles  and  equipment  (Table  7-2).  In  contrast,  manufac- 
turers accoimted  for  only  22.2  percent  of  the  total  rise  in 
Japanese  affiliates'  imports  (up  $13.3  billion),  of  which 
$6.1  billion  was  by  machinery  producers.  Data  for  motor 
vehicle  and  parts  producers  are  not  separately  available, 
but  they  probably  accounted  for  a  very  large  share  of  the 
remaining  $7.2  billion  imports  by  Japanese-owned  manu- 
facturing affiliates. 

The  high  share  of  imports  by  Japanese-owned  whole- 


salers suggests  that  the  Japanese  parents  ~  particularly 
those  that  are  producers  —  place  considerable  importance 
on  foreign  direct  investment  as  a  means  of  selling  in  the 
United  States.  Indeed,  in  the  case  of  autos,  it  seems 
unlikely  that  any  foreign  auto  producer  would  have  been 
able  to  gain  the  U.S.  market  share  major  Japanese  auto 
producers  attained  by  relying  on  unaffiliated  importers. 
Wholesalers  also  accoimted  for  most  of  the  growth  in 
exports  by  Japanese-owned  affiliates  (75.9  percent)  be- 
tween 1980  and  1990,  while  manufacturers  accounted  for 
only  22.8  percent  of  that  growth. 

European-Owned  Affiliates*  Trade.  European- 
owned  firms  were  the  second  largest  U.S.  affiliate  import- 
ers (Figure  7-10).  They  had  the  second  largest  U.S. 
affiliate  deficit  in  1990,  reaching  $23 .6  bilhon,  which  was 
far  above  their  1980  $9.9  billion  level,  but  below  their 
$32.7  billion  peak  deficit  in  1987.  In  1990,  their  deficit 
was  more  than  o  ffset  by  the  larger  U.  S  .-owned  firms '  trade 
surplus  with  Europe  of  $35.2  billion. 

Manufacturing  affiliates  account  for  a  far  larger 
share  of  total  imports  by  European  affiliates  than  of  total 
imports  by  Japanese-owned  affiliates-nearly  twice  as 
large  a  share  ~  in  1990  (37  percent  versus  16  percent 
respectively).  Manufacturing  affiliates  also  had  a  larger 
share  of  total  fiZLpertg  by  European-owned  affiliate  s  than  of 
Japanese-owned  affiliates  (52  percent  versus  14  percent 
respectively),  suggesting  that  the  European-owned  manu- 
facturing affiliates  appears  to  have  a  far  greater  direct 
interest  in  selling  U.S.-made  products  abroad  than  do 
Japanese-owned  affiliates.  In  fact,  European-owned  manu- 
facturing affiliates  had  a  near  balance  in  trade  in  1990, 
while  Japanese-owned  manufacturing  affiliates'  imports 
were  twice  as  large  as  their  exports. 

In  1990,  the  largest  European  affiliate  importers 
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U.S.  Merchandise  Imports  by  Japanese-owned 
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Figure  7-10 

U.S.  Merchandise  Trade  of  European-Owned  U.S. 

Affiliates.  1980-90 
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were  German-  and  the  U.K. -owned—accounting  for  29 
percent  and  22  percent,  respectively,  of  total  European- 
owned  affiliate  imports.  The  largest  European-owned 
affiliate  exporters  were  French  (30  percent),  U.K.  (21 
percent)  and  German-owned  (19  percent). 

Canadian-Owned  Affiliates'  Trade.  Canada  is  the 
largest  overall  U.  S.  export  market  by  far  ~  nearly  twice  as 
large  as  Japan  (the  second  largest  U.S.  export  market)— 
and  the  largest  or  second  largest  source  of  total  U.S. 
imports,  before  or  after  Japan,  depending  on  the  year. 
However,  this  rankmg  is  far  from  true  for  Canadian-owned 
affiliate  trade,  which  is  far  smaller  than  the  U.S.  trade  by 
either  Japanese-owned  or  EC-ovmed  affiliates.  In  1990, 
Canadian-owned  affiliates  accounted  for  only  about  one- 
twentieth  of  total  U.S.  affiliate  exports  and  imports.  Like 
most  other  U.S.  affiliates,  Canadian-owned  affiliates  are 
also  inlarge  deficit.  In  1990,  the  Canadian-owned  affiliate 
trade  deficit  was  $4.3  billion,  up  fi^om  $3.8  billion  in  1980 
and  its  $1.7  billion  low  point  in  1983.  Manufacturing 
firms  are  more  important  in  Canadian-owned  affiliate 
trade  than  wholesalers  ~  accounting  for  one-half  of  the 
imports  and  86  percent  of  their  exports  in  1990. 

All  Other  Affiliates'  Trade.  All  other  affiliates  in 
1 990  accounted  of  only  1 2  percent  of  total  affiliate  imports 
and  9  percent  of  their  total  exports,  but  a  more  than 
proportionate  share— 15  percent— of  their  total  trade  defi- 
cit. The  19  87-90  growth  in  their  total  deficit  appears  to  be 
mainly  due  to  the  rapid  rise  in  the  trade  deficit  of  their 
affiliates  in  the  petroleimi  industry.  The  deficit  of  Mid- 
Eastem-owned  affiliates  rose  fi"om  an  $89  million  trade 
deficitin  1987 toa$4.9 billion deficitin  1990.  Thedeficit 
of  Venezuelan  affiliates— also  heavily  petroleum  based— 
at  least  doubled,  reaching  $4.4  billion  in  1990.' 


1990,  this  overall  U.S.  affiliate  trade  deficit  with  foreign 
parent  groups  nearly  equaled  the  total  U.S.  merchandise 
trade  deficit  of  $101.7  billion.  In  contrast,  U.S.  affiliate 
trade  with  unrelated  foreign  firms  earned  a  small  trade 
surplus  for  almost  all  of  the  decade,  except  1985-87, 
earning  a  $9.3  billion  surplus  in  1990. 

Purchases  fi"om  parent  groups  have  traditionally 
dominated  U.S.  affiliate  imports  with  their  share  edging 
up  from  the  first  half  to  the  second  half  of  the  1980s,  and 
reaching  76  percent  in  1990  (78  percent  when  combined 
with  imports  from  foreign  affiliates  of  the  U.S.  affiliates) 
(Figure  7- 1 2).  U.  S.  affiliates,  although  to  a  less  extent  than 


Figure  7- 1 1 

U.S.  Affiliate  Merchandise  Trade  Balances  with 

Parents  &  Other  Firms,  1 980-90 
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Trade  with  Parents  and  Other  Related 
Parties 

U.S.  affiliate  frade  performance  reflects  close  Imks 
with  their  foreign  parents  as  well  as  their  other  affiliated 
firms,  a  relationship  in  which  the  parents  are  a  dominant 
influence,  particularly  in  the  U.S.  affiliates'  imports.  U.S. 
affiliates  have  tended  to  buy  more  from,  rather  than  sell  to, 
their  foreign  parent  group  firms  than  other  trading  part- 
ners. Moreover,  over  the  1980s,  their  imports  from  parent 
groups  have  grown  far  more  rapidly  than  their  exports  to 
them,  resulting  in  large,  rapidly  rising  trade  deficits  with 
their  parent  firms. 

U.  S.  affiliate  merchandise  imports  from  their  parent 
group  firms  rose  by  191  percent  between  1980  and  1990, 
from  $47.0  billion  to  $136.7  billion,  resulting  in  a  280 
percent  rise  in  the  U.S.  affiliates'  trade  deficit  with  foreign 
parent  groups  to  a  record  $98.9  billion  (Figure  7-1 1).  In 

'  Between  1987  and  1990  total  imports  of  crude  petroleum  rose  from  $2.7 
billion  to  S4.8  billion. 
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for  imports,  were  also  highly  dependent  on  parents  as  a 
market  for  their  exports,  reaching  41  percent  of  their  total 
exports  in  1990  (49  percent  when  combined  with  exports 
to  other  related  firms  abroad). 

U.S.  affiliate  trade  with  their  foreign  affiliates  has 
been  relatively  small  compared  with  that  with  their  parent 
groups  and,  as  a  result,  has  had  little  impact  on  the  overall 
U.S.  affiliate  trade  balance  since  1987  (the  first  year  such 
separate  databecame  available).  The  U.S.  affiliates'  trade 
with  related  foreign  affiliates  abroad  has  been  in  small 
siuplus  since  1987,  amounting  to  $2.7  billion  in  1990. 

The  dominance  of  parent  firms  in  U.S.  affiliate  trade 
performance  has  been  very  high  for  all  affiliates  owned  by 
parents  in  all  major  nations.  For  example,  in  1990,  the 
share  of  affiliate  total  imports  supplied  by  parent  groups 
ranged  fi"om  64  percent  for  Canadian-owned  affiliates  to 
67  for  those  that  were  European-owned,  and  83  percent  for 
those  that  were  Japanese-owned.  The  high  parent  group 
share  of  imports  by  Japanese-owned  U.S.  affiliates  re- 
sulted in  a  trade  deficit  of  the  U.S.  affiliates  with  their 
Japanese  parent  groups  that  reached  arecord  $52.0  billion 
in  1989  and  a  nearly  as  high  $50.7  billion  in  1990.  The 
affiliates '  1 99  0  parent  group  deficit  exceeded  their  overall 
trade  deficit  of  $49.1  billion,  as  their  trade  deficit  with 
other  foreign  firms  was  in  surplus  (Fig\ire  7-13). 

Although  the  trade  deficits  between  Japanese  parent 
groups  and  their  affiliates  are  substantially  larger  than 
those  between  other  national  parent  groups  and  their 
affiliates,  European-owned  and  Canadian-owned  affili- 
ates also  have  large  deficits  with  their  parents.  Much  like 
Japanese-ownedaffiliates,  European-  and  Canadian-owned 
U.S.  affiliates  have  surpluses  with  other  foreign  firms  and 
deficits  with  their  parent  firms  thatare  often  larger  than  the 
affiliates'  overall  deficits.  In  1990,  the  trade  deficit  of  all 
European-owned  affiliates  with  their  parent  groups  reached 
$30.1  billion,  compared  with  the  European-owned  affili- 
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ates'  overall  deficit  of  $23 .6  billion,  and  that  of  Canadian- 
owned  affiliates  with  their  parents  reached  $5.6  billion, 
compared  with  their  overall  deficit  of  $4.3  billion. 

Import  Dependence 

A  major  issue  relating  to  U.S.  imports  by  U.S. 
affiliates  is  the  high  dependence  of  their  final  sales  on 
imports,  regardless  whether  these  firms  are  producers  or 
wholesalers.  Some  observers  contend  that  U.S.  affiliates 
have  been  increasing  the  U.S. -produced  content  of  their 
U.S.  output,  and  decreasing  their  dependence  onimported 
inputs.  Other  observers  fear  that  their  dependence  on 
imports  will  increase. 

A  frequently  cited  measure  of  U.S.  affiliates'  import 
dependence  is  the  ratio  of  imports  to  sales.  However,  this 
ratio  substantially  understates  the  better  measure  of  de- 
gree of  import  dependence,  which  is  the  ratio  of  imported 
to  total  inputs  (imports  plus  domestic  inputs).  Moreover, 
the  total  sales  value  includes  the  considerable  value  added 
even  to  imports  that  are  merely  resold  in  the  U.  S .  market. '" 
Unfortunately,  a  measure  based  on  the  ratio  of  imports  to 
total  inputs  is  not  feasible  with  existing  data.  As  a  result, 
the  best  use  of  this  ratio  is  in  examining  the  trend  of  import 
dependence,  not  its  level. 

In  terms  of  imports  to  sales  ratios,  BEA  statistics 
show  substantial  differences  among  sectors  and,  there- 
fore, implicitly  among  firms,  as  reflectedby  their  ratios  of 
imports  to  total  sales.  The  average  import  dependence  of 
all  non-bank  U.S.  affiliates  is  very  low,  ranging  between 
19.3  percent  (1987)  and  15.5  percent  (1990)  over  the  past 
decade.  As  might  be  expected,  import  dependence  is  far 
lower  for  U.S.  affiliates  in  manufacturing  industries, 
averaging  1 1.6  percent  in  1990,  while  those  in  wholesal- 
ing averaged  29.7  percent  (Table  7-3). 

These  averages  are  substantially  higher  for  key 
individual  sectors  within  manufacturing  and  wholesaling. 
Because  of  its  large  size,  the  motor  vehicles  and  equip- 
ment industry  is  an  important  example.  In  1990,  the  motor 
vehicle  manufacturing  and  wholesaling  industries  had 
import  dependence  ratios  averaging  34. 1  percent  and  48.5 
percent  respectively,  which  were  both  much  higher  ratios 
than  average  for  their  entire  manufacturing  and  wholesal- 
ing sectors. 

The  heavy  weight  and  higher  import  dependence  of 
motor  vehicles  and  equipment  in  the  overall  wholesaling 
sector  tends  to  obscure  the  much  lower  import-depen- 
dence of  other  sectors.  Import  dependence  of  these  other 
U.S.  affiliates  in  manufacturing  averaged  only  10.7  per- 
cent and  those  in  wholesaling  averaged  23.6  percent. 

Since  about  1987,  but  varying  according  to  sector, 


'"  Even  a  firm  that  acts  only  as  a  wholesaler  of  its  own  imports  adds 
considerable  value  to  the  cost  of  its  imports  (assuming  that  the  firm  is  not 
merely  abroker),  which  is  in  turn  reflected  in  sales  prices  as  markup  for  the 
value  of  the  added  goods  and  services  inputs,  such  as  repackaging,  market- 
ing, and  shipping. 
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Table  7-3 

U.S.  Affiliate  Import  Dependence  in  1 990 
(Average  ratio  of  merchandise  imports  to  sales) 

Type  of  U.S.  affiliate  Percent 

All  U.S.  affiliates IS.5 

By  industry  of  U.S.  affiliate: 

Manufacturing 1 1.6 

Motor  vehicles  &  equip 34.1 

Other  manufacturing 10.7 

Wholesaling 29.7 

Motor  vehicles  &  equip 48.5 

Other  wholesaling 23.6 

By  country  of  UBO: 

Japan 28.0 

Other  UBO 1 0.9 

Source:  Bureau  of  Economic  Analysis. 


average  import  dependence  appears  to  be  edging  down- 
ward for  U.S.  wholesaling  affiliates,  even  for  those  in 
motor  vehicle  and  equipment  wholesaling.  The  import 
dependence  of  U.S.  affiliates  in  motor  vehicle  and  parts 
wholesaling  decreased  from  a  peak  of  59.0  percent  in  1988 
to  48.5  percent  m  1990,  and  those  in  other  wholesaling 
groups  decreased  from  apeak  29.6  percent  in  1987  to  23 .6 
percentin  1990.  However,  the  average  import  dependence 
of  neither  the  motor  vehicle  and  parts  manufacturing 
group  or  the  other  groups  of  U.S.  affiliates  in  manufactur- 
ing appeared  to  decrease  significantly  after  1987.  In  fact, 
import  dependence  for  those  in  manufacturing  of  motor 
vehicles  and  equipment  did  not  peak  until  1989,  at  42.9 
percent,  and  then  dropped  sharply  to  34. 1  percent  in  1 990. 

Japanese-owned  affiliates  appear  to  have  relied  far 
more  heavily  on  imports  to  penetrate  the  U.S.  market  than 
most  other  foreign-owned  affiliates,  but  they  appear  to  be 
reducing  this  dependence.  Much  of  the  decline  in  overall 
U.S.  affiliate  imports  to  sales  ratios  since  1987  is  ac- 
counted for  by  the  sharp  drop  in  the  ratios  for  Japanese- 
owned  affiliates.  The  rapid  decline  in  Japanese  import 
dependence  between  1987  and  1990  can  be  partly  attrib- 
uted to  the  likely  loss  since  1985  in  price  competitiveness 
of  Japanese  exports  due  to  yen  appreciation,  and  the  rapid 
growth  in  the  number  of  Japanese-owned  manufacturing 
affiliates. 

A  more  precise  measure  of  affiliate  import  depen- 
dence is  one  based  on  end  use  of  the  imports.  It  is  not 
possible,  however,  to  determine  ft^om  existing  BEA  data 
the  extent  of  recent  shifts  over  time  in  the  degrees  to  which 
affiliates  have  depended  on  imports  for  use  as  inputs  in 
their  production  processes  versus  merely  for  resale.  The 
data  obtained  by  BEA  annual  surveys  of  U.S.  affiliates  do 
not  identify  the  end  use  of  imports  by  affiliates.  The  only 
recent  data  distinguishing  differences  in  affiliate  imports 
by  end-use  are  reported  for  the  1 987  BEA  benchmark  year, 


which  distinguishes  between  (1)  "goods  for  resale  without 
further  [processing,  assembly,  or]  manufacture,"  and  (2) 
all  "Other"  uses,  that  is,  with  further  processing,  assem- 
bly, or  manufacture."  As  a  result,  even  for  imports,  it  is 
clear,  at  the  aggregate  import  level,  that  data  do  not 
distinguish  between  imports  in  1987  used  as  inputs  to 
manufacturing  versus  for  other  uses,  because  the  scope  of 
imports  for  "processing,  assembly  and  manufacture"  is 
far  larger  than  use  as  inputs  to  manufacture. 

It  is  also  clear  at  the  industry  level,  that  this  distinc- 
tion is  not  feasible,  not  only  because  of  this  difference  in 
scope,  but  also  because  the  data  are  classified  on  an 
enterprise  basis,  by  industry  of  affiliate.  This  classifica- 
tion scheme  includes  wholesaling  activities  by  firms  that 
are  principally  manufacturers  and  manufacturing  activi- 
ties by  firms  that  are  principally  wholesalers.  An  impor- 
tant example  of  the  difficulty  that  classification  by  indus- 
try of  affiliate  imposes  on  use  of  these  data  is  shown  by  the 
fact  that,  in  1 987 ,  of  those  imports  entered  for  "other"  uses 
(with  further  processing,  assembly,  or  manufacture), 
nearly  three  times  more  were  imported  affiliates  classified 
as  wholesalers  of  motor  vehicles  and  equipment  ($4.0 
billion)  than  were  imported  by  affiliates  classified  as 
manufacturers  of  those  products  ($1.4  billion).'^ 

Affiliates' Trade  in  Services 

The  value  of  services  that  are  traded  internationally 
by  U.S.  affiliates  include  charges  for  technology  and  other 
intellectual  property  (usually  recorded  as  receipts  and 
payments  of  royalties  and  license  fees),  transportation  of 
persons  and  goods,  tourism,  education,  financial  services, 
insurance,  telecommunications,  and  business,  professional, 
and  technical  services. 

Data  published  by  BEA  on  the  operations  of  U.S. 
affiliates  only  partly  cover  their  total  international  trade  in 
services,  unlike  merchandise  trade,  which  is  ftilly  cov- 
ered. Fairly  complete  coverage  is  sought  by  BEA  ques- 
tionnaires on  U.S.  affiliates'  services  exports  (sales  of 
services  to  foreigners);  however,  no  comparable  complete 
data  are  sought  on  their  services  imports  (purchases  of 
services  from  foreigners)  because  of  the  difficulty  of 
companies  in  reporting  the  jqpplicable  information  on  such 
purchases."  As  a  result,  the  U.S.  affiliates'  total  trade 
balance  in  services  cannot  be  determined.    Based  on 


"  The  bracketed  portion  appears  in  the  questionnaire  sent  to  afTiliates,  but 
is  not  reproduced  in  the  brief  BEA  table  heading  reporting  these  data. 
'^  See  Table  G-35,  Bureau  of  Economic  Analysis,  U.S.  Department  of 
Commerce,  Foreign  Direct  Investment  in  the  United  States:  1987  Bench- 
mark Survey,  Final  Results,  August  1990. 

"  The  terms  exports  and  imports  of  services  are  used  here  to  refer  to  the 
more  precise  terms  of  sales  to  and  purchases  from  foreigners.  These 
services  transactions  are  reported  on  a  balance-of-payment5  current  ac- 
count basis.  Services  covered  are  in  those  identified  in  the  "services 
division"  of  the  Standard  Industrial  Classification  and  the  IntematioDal 
Surveys  Industrial  Classification  systems:  petroleum  services,  finance, 
insurance,  real  estate,  agricultural  services,  mining  services,  tran^ortalioo, 
communications,  and  public  utilities. 
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anecdotal  evidence,  there  is  good  reason  to  believe  that 
their  total  imports  of  services  are  roughly  at  least  as  large 
as  their  exports,  if  not  larger. 

Total  Services  Exports 

The  value  of  U.S.  affiliate  total  exports  of  services 
more  than  doubled  between  1987  and  1990,  fi-om  $4.4 
billion  to  $9.3  billion.  Publication  of  these  overall  ser- 
vices export  data  began  with  1987.''*  The  total  value  of 
services  exports  by  U.S.  affiliates  in  1990  equalled  only 
one-tenth  of  the  value  of  their  merchandise  exports.  As  in 
the  case  of  the  U.S.  affiliates'  merchandise  exports,  the 
largest  share  of  affiliate  services  exports  were  to  non- 
related  parties  (parties  other  than  parents  and  affiliates 
located  abroad). 

The  size  of  the  affiliates'  total  services  exports  in 
1990  ($9.3  billion)  is  far  larger  than  the  value  of  those 
exports  to  their  foreign  parents  that  was  reported  sepa- 
rately for  balance-of-payments  purposes  ($4.4  billion). 
This  difference  suggests  that  the  services  exports  of  U.S. 
affiliates  to  other  firms  (affiliated  firms  and  non-related 
firms)  may  have  been  in  the  order  of  $5  billion  in  1990  - 
-  roughly  one-half  the  value  of  their  total  services  exports. 
This  large  difference  suggests  that  total  U.S.  affiliates' 
services  imports  also  may.  have  been  far  larger  than  the 
total  imports  fi"om  their  parents  ($5.7  billion)  in  1990 
reported  for  balance-of-payments  purposes,  and  have 
been  rising  sharply  since  1987. 

Exports  and  Imports  Services  Trade  with 
Foreign  Parents 

Imports  of  services  reported  by  U.S.  affiliates  to 
BEA  for  balance-of-payments  purposes  are  imports  fi^om 
their  parents,  unlike  data  on  their  exports  of  services  which 
cover  all  types  of  services  trade  and  with  all  foreign 
parties.  The  balance-of-payments  data  on  affiliates'  im- 
ports and  exports  with  their  parents  are  intended  to  cover 
the  value  of  exports  to  (receipts)  and  imports  from  (pay- 
ments) their  foreign  parent  groups  for  (1)  "royalties  and 
license  fees"  for  technology  and  other  forms  of  intellec- 
tual property,  and  (2)  "other  private  services",  which 
includes  other  private  services,  such  as  rentals  of  tangible 
property  and  film  and  TV  rentals.'* 

These  data  indicate  that  U.S.  affiliates'  services 
trade  with  their  parents  has  been  rapidly  increasing,  with 
both  exports  and  imports  nearly  doubling  in  value  between 
1986  and  1991.  The  affiliates'  trade  in  these  services  was 

"  See  BEA,  Foreign  Direct  Investment  in  the  United  States:  Operations  of 
U.S.Affiliates  of  Foreign  Companies,  annual  series,  Table  E- 12  or  equiva- 
lent, which  covers  sales  characteristics  of  the  industries  identified  as 
services  in  footnote  13. 

"  See  the  data  on  "U.S.  affiliates'  transactions"  in  John  A.  Sondheimer  and 
Sylvia  E.  Bargas,  "U.S.  International  Sales  and  Purchases  of  Private 
Services",  in  Survey  of  Current  Business,  September  1992,  Table  2,  page 
83. 


in  substantial  ($1.5  billion)  deficit,  in  1991,  with  imports 
reaching  $7.1  billion,  and  exports  reaching  $5.5  billion. 
The  separately  reported  balance  for  "royalties  and  fees" 
was  a  deficit  of  $2.2  billion  and  for  "other  private  ser- 
vices" a  small  surplus  of  $61 8  million  in  1991  (Figure  7- 
14). 

Contribution  of  U.S.  Affiliate  Trade 
to  U.S.  Economic  and  Job  Growth 

A  key  issue  relating  U.S.  affiliates'  operations  is  the 
contribution  of  their  foreign  trade  to  U.  S.  economic  growth. 
To  the  extent  that  these  firms  are  merely  importers  and  not 
producers,  it  is  difficult  to  make  the  case  that  they  signifi- 
cantly add  to  U.S.  economic  and  job  growth  in  terms  of 
total  value  of  their  sales.  However,  the  number  of  U.S. 
affiliates  that  produce  and  process  goods  and  services  has 
been  growing,  adding  directly  to  the  U.S.  economy. 

In  an  accounting  sense,  any  value  added  and  jobs 
supported  by  U.S.  affiliates  are  components  of  the  U.S. 
output  of  goods  and  services  (GDP)  and  employment. 
Even  their  value  added  to  imports  by  these  U.S.  affiliates 
adds  to  U.S.  GDP.  However,  in  a  causal  sense,  in  some 
instances  they  also  may  even  do  so  when  U.S.  producing 
firms  depend  on  some  of  the  U.S.  affiliate  imports  as 
inputs  to  their  production  processes.  Such  an  argument 
hinges  on  their  not  displacing  domestically  produced 
inputs.  The  extent  of  that  displacement  is  difficult  to 
determine.  Bearing  on  this  point,  Orr  finds  no  significant 
reduction  of  imports  resulting  from  a  growth  in  FDI  in  U.  S. 
manufacturing,  even  several  years  after  that  FDI  in- 
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Virtually  all  U.S.  affiliates'  exports,  in  an  accoimt- 


"  On,  p.67. 


Figure  7- 1 4 

U.S.  Affiliate  International  Trade  in  Services, 
1986-91* 
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Source:  Bureau  of  Economic  Analysb. 
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ing  but  not  causal  sense,  can  be  described  as  contributing 
to  U.S.  economic  growth.  Not  only  do  all  of  those  U.S. 
affiliate  exports  directly  account,  to  one  extent  or  another, 
for  U.S.  output  of  goods  and  services,  there  also  is  some 
indication  that  their  increase  has  contributed  to  U.S. 
export  growth  and  thus  U.S.  economic  growth.  For 
example,  Orr  reports  statistical  evidence  that  U.S.  manu- 
facturing affiliates  have  increased  exports  over  and  above 
what  they  might  otherwise  be  —  estimated  at  5  percent,  or 
$20  billion,  higher  in  1990.'' 

The  Department  of  Commerce  has  fi^equently  re- 
ported in  publications  and  other  statements  that  during  the 
last  half  of  the  1980s  overall  U.S.  merchandise  exports 
contributed  an  important  share  of  the  growth  in  the  U.S. 
economy  and  jobs.  It  is  estimated  that  U.S.  affiliates 
accounted  for  a  sizeable  share  of  that  growth,  assuming  a 
rough  compositional  comparability  between  overall  U.S. 
merchandise  exports  and  U.S.  affiliate  merchandise  ex- 
ports, and  after  adjusting  for  the  extent  of  the  annual  rise 
in  U.S.  affiliate  exports  that  is  due  to  inclusion  in  those 
data  the  growth  of  exports  by  new  U.S.  affiliates  acquired 
each  year. 

The  evidence  suggests  that  in  some  years  U.S. 
affiliates  accoimted  for  a  small  but  important  share  of  total 
U.S.  growth  in  GDP  and  employment.  In  1990,  U.S. 
affiliate  merchandise  exports  accounted  for  roughly  one- 
fourth  of  the  total  contribution  to  U.S.  GDP  by  all  U.S. 
firms' exports  (Figure  7-15).  During  1986-90,  due  both  to 
the  continued  strong  export  growth  and  the  slowing  down 
of  U.S.  domestic  demand,  the  growth  in  U.S.  affiliate 
merchandise  exports  contributed  an  estimated  7  percent  of 
total  real  U.S.  GDP  growth  (as  measured  in  terms  of  1987 
dollars).  This  estimate  is  a  maximum  share,  because  it 
does  not  take  into  account  any  import  content  in  those 
exports.  Moreover,  based  on  additional  research  by  the 
Department  of  Commerce,  U.S.  affiliate  exports  accounted 
for  an  estimated  1.7  million  of  the  total  7.2  million  U.S. 
jobs  supported  by  overall  U.S.  merchandise  exports  in 
1990.'» 

FDI  Trade  Balance  Effects 

U.  S.  affiliates  accounted  for  a  major  share  of  the  rise 
in  the  U.S.  merchandise  imports  and  the  U.S.  trade  mer- 
chandise deficit  fi-om  1980  to  1987,  when  the  U.S.  deficit 
peaked.  Moreover,  between  that  peak  and  1 990  their  trade 
deficit  decreased  far  less  than  did  the  deficit  of  U.S.- 
owned  firms. 

Available  trade  data  on  U.S.-  and  foreign-owned 
firms  can  not  provide  a  sound  basis  for  establishing  the 
causal  relationship  among  the  factors  that  have  resulted  in 
differences  in  their  trade  behavior.  Nevertheless,  the  data 

"  Orr,  p.  67. 

"  Lester  A.  Davis,  April  1992,  U.S.  Jobs  Supported  by  Merchandise 
Exports,lJ.S.  Department  of  Commerce,  Economics  and  Statistics  Admin- 
istration, Office  of  the  Chief  Economist.  Washington,  D.C. 


Figure  7-15 

Estimated  Real  U.S.  GDP  Accounted  for  by 

Merchandise  Exports  by  U.S.  Affiliates  &  Other 
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do  support  some  key  conclusions  based  on  a  microeconomic 
accoimting  perspective.  The  data  show  that  the  affiliates 
have  a  much  higher  tendency  to  rely  on  imports  for  resale 
and  use  as  inputs  to  their  production  processes  than  U.S.- 
owned  firms. 

The  statistical  shift  of  acquired  firms  fi'om  U.S.  to 
foreign  ownership  only  partly  explains  the  more  rapid 
growth  in  imports  and  larger  trade  deficit  of  affiliates  than 
U.S. -owned  firms.  An  examination  of  the  data  suggests 
that  the  affiliates'  trade  performance  probably  was  mainly 
due  to  the  trade  activities  of  existing  affiliates,  not  new 
acquisitions. 

Moreover,  the  affiliates'  trade  performance  cannot 
be  explained  by  the  more  rapid  growth  in  the  ownership  of 
wholesaling  versus  manufacturing  firms.  Indeed,  the 
opposite  occurted:  over  the  1980s,  amanufacturing  affili- 
ates' share  of  the  total  affiliate  trade  deficit  more  than 
doubled.  Moreover,  between  1987  and  1990,  the  absolute 
level  of  the  manufacturers  deficit  continued  to  rise,  while 
the  wholesalers  decreased  slightly  fi'om  its  1987  record 
peak. 

The  rising  trade  deficit  of  manufacturing  affiliates 
suggests  that  linkages  between  parent  and  subsidiary  and 
the  less  official,  but  nonetheless  well  documented,  foreign 
country  linkages  (as  in  keiretsus)  may  well  have  contnb- 
uted  to  increased  affiliate  trade  deficit  through  most  of  the 
1980s,  particularly  for  Japanese-owned  affiliates,  who 
accounted  for  half  of  the  affiliate  trade  deficit.  The  rising 
trade  deficit  of  wholesalers  is  consistent  with  sound  busi- 
ness experience  that  suggests  that  foreign-owned  import- 
ers probably  could  not  have  sold  most  of  their  foreign- 
produced  goods  in  the  U.S.  market  as  successfully  without 
a  U.S-based  firm  to  take  over  distribution.  The  cNidence 
suggests  that  this  is  the  case,  as  with  U.S.  investment 
abroad,  particularly  where  import  barriers  exist. 
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Taxes  and  Foreign-Controlled  Companies 
in  the  United  States^ 

by  Harry  Grubert* 


Foreign- controlled  companies  (FCCs)  in  the  United  States 
are  subject  to  the  same  tax  provisions  as  U.S. -controlled 
corporations  (USCCs).  Attention,  however,  has  recently 
focused  on  the  low  taxable  incomes,  relative  to  revenues 
and  assets,  reported  by  foreign- controlled  companies  — 
averaging  only  about  one-third  of  that  reported  by  U.S.- 
controlled  firms.  Questions  have  been  raised  about  the 
extentto  which  foreign-controlled  companieshave  shifted 
reported  taxable  income  from  high-tax  jurisdictions  to 
low-tax  countries  through  abusive  transfer  prices,  i.e., 
prices  that  depart  from  "arms  length"  standards,  and 
through  other  means. 

This  chapter  discusses  possible  explanations  of  the 
relative  income  differentials,  including  income  shifting, 
where  income  shifting  refers  to  reporting  of  income  not 
consistent  with  the  activities  performed  in  each  location. 
Because  IRS^  firm  level  data  are  not  available  to  identify 
directly  transfer  price  distortions,  this  chapter  estimates 
their  maximum  size  indirectly  as  a  residiial  by  estimating 


♦International  Economist,  Office  of  Tax  Analysis,  U.S.  Department  of  the 
Treasury. 

'The  chapter isbased  on  the  statistical  and  econometric  resultsof  astudy  by 
Harry  Grubert,  Timothy  Goodspeed,  and  Deborah  Swenson,  "Explaining 
the  Low  Taxable  Income  of  Foreign-Controlled  Companies  in  the  United 
States,"  Studies  in  International  Taxation,  edited  by  Alberto  Giovannini, 
Glenn  Hubbard,  and  Joel  Slemrod  (Chicago:  University  of  Chicago  Press 
for  the  National  Bureau  of  Economic  Research),  forthcoming.  See  J. 
Steven  Landefeld,  Ann  M.  Lawson,  and  Douglas  B.  Weinberg,  "Rates  of 
Return  on  Direct  Investment,"  Survey  of  Current  Business,  August  1992, 
pp.  79-86,  for  an  alternative  approach  to  estimating  rates  of  return  based  on 
BEA  data  on  foreign  direct  investment  in  the  United  States  and  U.S.  foreign 
direct  investment  abroad. 

^  The  basis  of  the  data  is  information  collected  from  IRS  Form  1 120,  the 
basic  corporate  tax  form.  The  data  are  from  unaudited  tax  returns.  The  IRS 
may  have  audited  companies  included  in  the  analysis  and  collected  addi- 
tional taxes.  Information  on  audited  returns,  however,  is  difficult  to 
retrieve,  and  is  not  considered  in  this  chapter. 

The  data  include  all  companies  reporting  assets  of  $50  million  or  more, 
although  a  company  with  fewer  assets  may  be  included  if  its  "proceeds," 
a  measure  of  cash  flow,  are  large  enough.  There  is  also  a  sample  of  smaller 
firms.  Most  of  the  statistical  analyses  described  in  this  chapter  are  based  on 
the  group  of  nonfinancial  companies  with  total  assets  in  excess  of  $50 
million.  Form  1120  indicates  whether  50  percent  or  more  of  the  voting 
stock  of  a  corporation  is  owned  by  foreigners,  and  if  so,  requests  the 
owner's  country,  and  provides  the  means  for  identifying  foreign-  and  U.S.- 
owned  companies.  This  definition  differs  from  the  BEA  lOpercentormore 
ownership  criterion. 


the  effects  of  seven  factors  affecting  those  income  differ- 
entials that  can  be  specifically  estimated:  high  debt 
charges,  asset  valuation  distortions,  unprofitable  acquisi- 
tions, start-up  costs,  exchange  rate  changes,  and  differ- 
ences between  parent  and  affiliate  profitability. 

This  econometric  analysis  indicates  that  about  half 
of  the  discrepancy  in  taxable  income  as  a  share  of  assets 
or  total  receipts  between  FCCs  and  USCCs  can  be  ex- 
plained by  the  effects  of  the  seven  factors  that  can  be 
specifically  estimated.  The  remaining  unexplained,  half 
of  the  aggregate  relative  income  differential  may  be 
atfributed  to  the  effects  of  factors  that  could  not  be 
specifically  estimated,  including  the  effects  of  income 
shifting  and  all  other  factors.  These  remaining  factors  may 
play  a  role  in  explaining  relative  income  differentials,  but 
are  difficult  to  evaluate.  They  include  the  desire  for 
diversification,  differences  in  the  cost  of  capital,  and 
longer  time  horizons  of  FCCs  versus  USCCs.  In  any  case, 
this  unexplained  half  of  the  income  differential  should  be 
viewed  only  as  the  maximum  or  upper  bound  for  any  share 
of  the  relative  income  differentials  atfributable  to  income 
shifting.  This  chapter  also  reviews  recent  changes  in  tax 
rules  and  procedures,  such  as  Advance  Pricing  Agree- 
ments, which  are  designed  to  improve  the  tax  compliance 
of  both  foreign-controlled  and  U.S.-confroUed  multi-na- 
tional companies. 

Foreign-Domestic  Relative  Income 
Differentials 

Foreign-confroUed  companies  have  lower  ratios  of 
taxable  income  to  assets  and  to  receipts  in  the  United 
States  than  do  U.S.-confroUed  companies  (Table  8-1). 
The  difference  persists  for  major  indusfry  aggregates 
(Table  8-2). 

The  data  suggest  that  the  low  taxable  income  of 
foreign-controlled  companies  could  be  due  in  part  to  the 
artificial  shifting  of  income  to  related  parties  abroad.  The 
low  earnings  and  tax  payments  of  foreign-controlled  firms 
potentially  stem  from  many  causes,  including  transfer 
price  manipulation,  greater  debt  and  interest  costs  than 
their  U.S  coimterparts,  various  effects  of  mergers  and 
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Table  8-1 

Taxable  Income  of  Foreign-Controlled 

and  U.S.-Controlled  Companies 


Table  8-2 

Ratio  of  Corporations'  Taxable  Income  to  Total 

Receipts  by  Industry  Category 

(Percent,  1989) 


Taxable  Income 
T<?ttl  Rwelptt 

as  a  Percent  of. 

Total  Assets 

Foreign- 

Other 

Foreign 

FCC- 

FCC- 

Swtpr 

C<?ntr<?ll?d 

Corporations 

less  Other 

X^ 

FCC 

usee 

USCC 

FCC 

usee 

USCC 

Manufacturing 

1.7 

53 

-3£ 

1981 

1.4 

2.7 

-1.3 

1.4 

2.2 

-0.8 

Wholesale  &  retail 

1982 

0.4 

1.6 

-1.2 

0.3 

-1.0 

trade 

0.2 

1.3 

-I.I 

1983 

05 

2.3 

-1.8 

0.3 

-1.3 

Rnance,  insurance  & 

1984 

1.0 

2.7 

-1.7 

0.8 

-I.I 

real  estate 

0.9 

6.1 

-5.2 

1985 

0.6 

2.6 

-2.0 

OS 

-1.2 

All  Industries 

0.9 

3.8 

-19 

1986 

-0.3 

0.8 

1.4 

2.7 
3.1 
3.7 

-3.0 
-2.3 
-2.3 

-0.2 

0.1 

0.9 

2.2 

-1.9 
-1.8 
-1.3 

1987 
1988 

Source:  Tabulations 
Revenue  Service. 

by  the  Statistics  of  Income  Division  of  the  Internal 

1989 

0.9 

3.1 

-2.2 

0.6 

1.8 

-1.2 

Note:  "Other  corporations"  differ  somewhat  from  the  USCC  category  in 
Table  8-1.    They  include,  for  example,  S  corporations,  which  are  not 
included  in  USCCs. 

Source:  Tabulations  by  the  Statistics  of  Income  Division  of  the  Internal 
Revenue  Service. 

Note:  Taxable  income  is  equal  to  total  revenue  less  total  deductions,  but 
before  deductions  forprevious  net  operating  losses  and  for  dividends  paid 
out  (line  28  of  the  corporate  tax  return,  the  Form  1 120  in  1987). 


acquisitions,  start-up  costs,  and  fluctuations  in  exchange 
rates.  Each  of  these  factors  might  lower  the  rate  of  return 
of  foreign-controlled  corporations. 

Explanations  of  the  Relative  Income  to  Asset 
Ratio  Differentials 

When  goods  and  services  are  shipped  between  re- 
lated parties  ~  such  as  between  divisions  of  a  multina- 
tional company  —  a  transfer  price  for  the  good  or  service 
must  be  determined  in  order  to  establish  the  net  income  of 
each  of  the  parties.  Transfer  prices  may  be  used  to  price 
goods,  intangibles,  and  management  services  so  that  tax- 
able income  is  shifted  to  a  low  tax  jurisdiction.  Multina- 
tional corporations  have  an  incentive  to  overprice  goods 
and  services  shipped  from  low-tax  to  high-tax  locations 
(and  imderprice  goods  and  services  shipped  from  high-tax 
to  low-tax  locations).  They  can  thereby  reduce  their 
worldwide  tax  liability.  However,  the  bilateral  compari- 
son between  U.S.  and  home  country  tax  rate  s  should  not  be 
overemphasized  because  income  can  easily  be  shifted  to 
tax  havens  interposed  between  the  two.  Most  industrial- 
ized countries  do  not  have  the  strict  anti-abuse  rules  that 
are  contained  in  U.S.  law  limiting  the  routing  of  sales  or 
services  income  through  a  tax  haven. 

The  current  transfer  pricing  regulations  under  sec- 
tion 482  of  the  Internal  Revenue  Code,  as  well  as  all  U.S. 
bilateral  income  tax  treaties,  provide  that  the  correct  price 
or  charge  for  a  product  or  service  generally  shall  be 
determined  under  the  internationally  accepted  "arm's 
length"  standard.  The  arm's  length  price  is  the  price  that 


imrelated  parties  would  pay  for  the  good  or  service  under 
similar  circumstances.  The  amounts  charged  in  an  intra- 
company  transaction  may  be  adjusted  to  the  extent  they 
differ  from  the  amoimts  that  would  have  been  charged  in 
comparable  transactions  between  unrelated  parties.  Where 
comparable  transactions  are  unavailable,  the  regulations 
generally  specify  other  methods  to  approximate  an  arm's 
length  price.  If  multinational  corporations  use  the  appro- 
priate arm's  length  transfer  prices,  the  income  they  report 
in  various  locations  will  accinately  reflect  the  economic 
functions  actually  performed  there. 

Higher  debt  charges  are  a  second  means  by  which 
foreign-controlled  companies  might  achieve  relatively 
low  U.S.  taxable  income.  The  observed  difference  in 
income  between  foreign-controlled  companies  and  other 
U.S.  companies  may  be  due  to  unusually  high  interest 
payments  paid  to  related  parties  offshore  (a  practice 
sometimes  called  "earnings  stripping").  When  a  related 
company  abroad  lends  to  a  U.S.  affiliate,  it  need  not  be 
concerned  with  the  risks  of  the  affiliate's  taking  on  too 
much  debt.  These  are  simply  intra-firm  transactions 
which  do  not  affect  the  company's  consolidated  debt  to 
outside  lenders.  The  foreign-controlled  affiliate  in  the 
United  States  is  therefore  in  a  position  to  have  a  higher 
debt-asset  ratio  than  comparable  U.S.  companies  that  can 
only  borrow  from  unrelated  lenders.  The  offshore  parent 
can  also  attempt  to  charge  a  higher  interest  rate  Uian  would 
be  paid  to  imrelated  lenders  incurring  the  same  risk. 

Third,  foreign  direct  investment  in  the  United  States 
in  the  form  of  acquisitions  can  have  a  number  of  account- 
ing and  tax  consequences,  which  in  turn  affect  the  mea- 
sured foreign  rate  of  return.  The  major  source  of  new 
direct  investment  in  the  United  States  since  at  least  the  late 
1970s  has  been  acquisitions  rather  than  "greenfield" 
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plants.'  One  consequence  is  the  straightforward  increase 
in  the  book  value  of  assets,  which  lowers  the  meas\ired 
ratio  of  taxable  income  to  assets.  A  second  consequence 
of  asset  revaluation  is  that  a  firm  that  maintains  a  given 
ratio  of  debt  to  assets  will  experience  an  increase  in 
interest  expenses,  which  in  turn  erodes  the  firm's  taxable 
income.  Finally,  an  acquisition  would  often,  particularly 
before  1987,  lead  to  a  step-up  in  basis  and  higher  deprecia- 
tion deductions,  again  leading  to  lower  taxable  income. 

Foxuth,  foreign  acquirers  may  also  tend  to  buy 
relatively  unprofitable  U.S.  companies  with  the  intention 
of  making  better  use  of  the  assets.  This  possibility  is 
suggested  by  the  annual  Commerce  data  on  U.S.  busi- 
nesses acquired  by  foreign  investors,  which  give  the 
income  of  the  company  in  the  year  preceding  the  acquisi- 
tion (as  reported  by  the  bought  firm) .  Eventually  the  assets 
acquired  would  be  expected  to  become  more  productive. 
But,  the  current  average  taxable  income  of  foreign-con- 
trolled companies  may  be  temporarily  reduced  due  to  the 
significance  of  recent  acquisitions. 

A  fifth  possible  cause  for  the  low  observed  return  of 
foreign-controlled  companies  is  start-up  costs.  These 
costs  re  fer  to  the  temporary  up-fi^ont  losses  or  low  account- 
ing profits  arising  from  diseconomies  of  small  scale, 
learning  by  doing  activities  in  their  early  stages,  invest- 
ment in  marketing  and  R&D,  and  so  forth.  A  similar 
unprofitable  phase  may  take  place  in  the  case  of  acquisi- 
tions as  well.  These  costs  may  be  particularly  high  for 
foreign  firms  that  must  get  to  know  a  market  different  from 
its  home  base.  Since  these  are  presumable  temporary 
costs,  they  can  be  expected  to  diminish  over  time  as  a  firm 
matures. 

A  sixth  possibility  is  that  an  unexpected  fall  in  the 
dollar  after  1984  raised  costs  and  thereby  lowered  the  rate 
of  return  of  foreign-controlled  companies.  While  ex- 
change rate  changes  could  not  be  used  to  explain  rates  of 
return  that  are  permanently  below  domestic  rates  of  return, 
they  may  have  significant  temporary  effects.  Because 
foreign-controlled  companies,  and  those  in  wholesaling  in 
particular,  rely  on  imports  more  heavily  than  domestic 
companies,  an  imexpected  drop  in  the  U.S.  dollar  will 
increase  relative  costs  more  for  foreign-controlled  compa- 
nies." Irrespective  of  whether  the  foreign  companies 
absorb  the  cost  increase  to  maintain  market  share,  as  is 
sometimes  alleged,  or  simply  raise  their  prices  with  a 
resulting  loss  in  sales,  their  rates  of  return  would  be 
expected  to  fall  as  a  result. 

Finally,  some  claim  that  foreign  companies  have  a 
lower  cost  of  capital  than  U.S.  companies.  A  lower  cost 
ofcapitalmay  cause  foreign  firms  to  acceptapermanently 

'See  the  annual  articles  in  the  May  issue  of  the  Survey  of  Current  Business 
on  U.S.  Business  Enterprises  Acquired  or  Established  by  Foreign  Investors. 
In  1989  and  1990,  for  example,  acquisitions  accounted  for  84  percent  of 
investment  outlays. 

*See  Table  3.1  in  Foreign  Direct  Investment  in  the  United  States,  by  E.M. 
Graham  and  P.  Kiugman  (Washington,  D.C.:  Institute  for  International 
Economics,  1989). 


lower  rate  of  return.  It  may  also  lead  them  to  prefer  profit 
profiles  in  which  initial  returns  are  relatively  low  but  grow 
over  time.  However,  how  to  measure  differences  in  the 
cost  of  capital  across  coimtries  remains  controversial,  and 
a  consistent  set  of  cost  of  capital  estimates  is  not  available 
for  most  industrial  countries. 

Data  Analysis  and  Statistical 
Results 

Firm- level  IRS  data'  are  used  to  evaluate  the  signifi- 
cance of  alternative  reasons  for  differentials  between 
foreign-controlled  and  domestic  company  incomes,  other 
than  income  shifting.  A  cross-section  of  firms  in  1987  is 
examined  for  evidence  on  revaluation  effects,  debt  and 
earnings  stripping,  and  cross-country  differences.  Data  on 
a  panel  of  firms,  from  1980  to  1987,  are  analyzed  to 
determme  the  importance  of  exchange  rate  and  maturation 
effects,  and  to  gauge  the  propensity  of  foreign  and  domes- 
tic firms  to  persist  in  particular  rate  of  return  categories. 
In  addition,  the  relationship  between  foreign  parent  char- 
acteristics and  their  U.S.  subsidiaries'  profitability  is 
explored,  and  the  profitability  of  foreign  acquisitions 
before  purchase  is  compared  with  the  profitability  of  the 
average  U.S.  non- financial  company. 

The  statistical  analysis  finds  that,  overall,  at  least 
half  of  the  discrepancy  in  taxable  income  between  FCCs 
and  USCCs  appears  to  be  attributable  to  factors  other  than 
income  shifting  and  transfer  price  distortions. 

Debt.  Excessive  debt  or  earnings  stripping  does  not 
seem  to  explain  foreign  companies'  low  average  profit- 
ability. A  1987  sample  of  about  600  non- financial  FCCs 
and  4,000  USCCs,  covering  68  and  72  percent  of  aggre- 
gate assets  respectively,  indicated  that  foreign  companies' 
average  debt-asset  ratio  is  virtually  the  same  as  compa- 
rable U.S.-  controlled  companies.  The  average  debt  to 
asset  ratio  for  domestic  companies  was  66  percent  com- 
pared to  69  percent  for  FCCs.  Adjusting  for  industry  and 
date  of  incorporation  eliminates  even  this  small  differ- 
ence. Furthermore,  for  a  given  level  of  debt,  foreign 
companies'  interest  expense  in  relation  to  assets  is  lower 
than  their  U.S.-  controlled  counterparts. 

Distortions  Due  to  Valuation  and  Integration. 

Because  assets  are  based  on  historical  valuations,  the 
comparison  of  the  ratios  of  taxable  income  to  assets  of 
FCCs  to  USCCs  is  distorted.  The  importance  of  recent 
foreign  acquisitions  causes  the  book  value  of  foreign- 
controlled  assets  (used  in  the  denominator  of  the  ratio)  to 
be  much  closer  to  market  value  than  the  book  value  of 
domestic  companies  to  their  market  value.  Similarly,  the 
ratio  of  taxable  income  to  revenue  is  distorted  by  foreign 
companies'  greater  reliance  on  outside  suppliers.  These 

'See  footnote  2. 
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less  integrated  companies  would  be  expected  to  have 
lower  profit  margins  on  sales  because  any  given  sales  level 
corresponds  to  a  smaller  amount  of  in-house  value  added 
and  capital. 

Unprofitable  Acquisitions?  Foreign  companies  do 
not  systematically  invest  in  "losing"  companies.  A 
sample  of  118  U.S.  companies  acquired  by  foreigners 
from  1980-1987  indicates  that  they  were  not  relatively 
unprofitable  prior  to  being  acquired.  They  also  tended  to 
be  somewhat  faster  growing  than  the  average  U.S.  com- 
pany. Their  profitability  in  the  year  prior  to  acquisition 
was  obtained  from  Compustat*  and  compared  with  the 
average  U.S.  non- financial  company  on  Compustat  that 
year.  There  were  no  significant  differences  in  rates  of 
return.  This  finding  seems  inconsistent  with  BEA  data 
published  in  the  Survey  of  Current  Business^  that  are  based 
on  surveys  of  the  foreign-owned  companies  after  they 
have  been  acquired.  These  surveys  ask  the  newly  acquired 
U.S.  firm  to  report  its  income  the  year  prior  to  being 
acquired.  The  inconsistency  may  be  due  to  differences  in 
sample  size  and  coverage,  to  purchases  of  parts  or  divi- 
sions of  a  company,  rather  than  the  whole  firm,  and  other 
differences. 

Start-up  Costs  and  Maturation  Process.  A  sample 
of  tax  return  data  for  foreign-controlled  (FCC)  and  U.S.- 
controlled(USCC)  domestic  companies  from  1980  through 
1987  indicates  that  the  profitability  of  foreign-confrolled 
manufacturing  companies  tends  to  rise  over  time  relative 
to  comparable  USCCs,  suggesting  some  sort  of  start-up 
cost  or  maturation  process.  Foreign-controlled  companies 
may,  therefore,  be  willing  to  accept  lower  returns  in  the 
short  run  because  of  expected  higher  profits  in  the  future. 
The  large  volume  of  recent  investments  can  explain  part 
of  the  relative  income  differentials. 

Exchange  Rate  Changes.  The  1980-87  sample  also 
shows  that  the  taxable  income  of  foreign-confrolled  whole- 
saling companies  is  affected  by  the  price  of  the  U.S.  dollar 
relative  to  other  currencies  because  of  their  disproportion- 
ate dependence  on  imported  goods.  The  profitability  of 
foreign-confrolled  wholesaling  companies  declined  mark- 
edly as  a  result  of  an  increased  dollar  cost  of  imported 
goods  following  the  fall  in  the  dollar  after  early  1985. 

Foreign  Parent  and  Affiliate  Profitability.  Link- 
ing a  sample  of  about  300  foreign- controlled  companies 
with  financial  information  on  their  parents'  worldwide 
activities  revealed  that  the  parents  tended  to  be  more 
profitable  than  the  average  U.S.  company,  suggesting  that 


^Compustat  is  a  computerized  data  base  compiled  by  Standard  and  Poor 
fix>m  company  financial  reports. 

'See  for  example,  "U.S.  Business  Enterprises  Acquired  or  Established  by 
Foreign  Direct  Investors  in  1991,"  Survey  of  Current  Business,'M&y  1992, 
and  similar  articles  published  annually. 


cost  of  capital  advantages  are  not  important.  The  lower 
relative  incomes  of  their  U.S.  affiliates  thus  do  not  seem 
to  be  explained  by  their  parents'  willingness  to  accept 
lower  worldwide  returns. 

Relative  Income  Differentials  by  Country  of 
Ownership 

Low  average  taxable  income*  is  characteristic  of 
foreign-controlled  companies  generally,  irrespective  of 
their  home  country.  The  average  discrepancies,  relative  to 
USCCs,  in  the  non- financial  companies'  ratio  of  taxable 
income  to  assets  show  notable  relative  uniformity  for  each 
of  the  major  investing  countries  (Table  8-3).  The  differ- 
entials are  adjusted  for  debt  in  relation  to  assets  and  for 
major  industry  category.  The  Japanese  differential  is 
close  to  the  average,  similar  to  the  U.K.  differential  and 
lower  than  the  German  differential. 

It  might  be  argued  that  if  there  is  widespread  mcome 
shifting,  the  relative  income  differentials  should  vary 
depending  on  the  home  country's  tax  rate  since  the  statu- 
tory tax  rate  and  other  features  of  the  tax  system  determine 
the  benefit  of  shifting  a  dollar  of  income  from  one  juris- 
diction to  another.  In  1987,  the  U.S.  corporate  tax  rate  was 
40  percent,  and  it  is  now  34  percent.  Many  home  countries 
now  have  corporate  tax  rates  above  the  United  States,  but 
these  bilateral  comparisons  are  inadequate.  Income  can  be 
shifted  to  low-tax  coimtries  where  multinational  corpora- 
tions may  have  sales,  manufacturing,  or  financing  affili- 
ates. As  indicated  earlier,  most  foreign  governments  do 
not  have  the  anti-abuse  rules  contained  in  U.S.  law  which 
limit  the  benefits  of  tax  haven  operations. 

A  simple  comparison  of  corporate  tax  rates  is  also 
inadequate  because  many  countries  have  corporate  tax 
integration  schemes  which  reduce  the  double  taxation  on 
corporate  dividends.  In  many  cases,  the  relief  of  double 
taxation  provided  to  shareholders  is  resfricted  to  the 
amount  of  tax  actually  paid  to  the  home  country.  Foreign 
tax  credits  (or  exemption  of  foreign  dividends  at  the 
corporate  level)  are  not  passed  through  to  the  ultimate 
shareholder.  A  multinational  corporation  with  substantial 
foreign  operations  may,  therefore,  prefer  to  report  the 
tDCome  at  home  rather  than  abroad,  even  though  the 
foreign  tax  rate  is  lower.' 

'This  evidence  on  taxable  income  differentials  by  country  may  not  agree 
with  analyses  based  on  book  or  financial  reporting  income  data,  e.g.,  of  the 
kind  published  by  BEA.  Book  income  and  taxable  income  may  differ  for 
various  reasons.  In  some  cases,  book  income  may  exceed  taxable  income. 
For  example,  incentives  such  as  accelerated  depreciation  reduce  taxable 
income  but  not  income  forfinancial  reporting  purposes.  On  the  otherhand, 
some  items,  such  as  goodwill,  maybe  deductible  frombook  income  but  not 
taxable  income. 

'Since  the  Tax  Reform  Act  of  1986  did  not  target  foreign  firms,  v^ithin  a 
given  industry  there  doesn't  appear  to  be  any  reason  why  the  act  would 
affect  foreign  and  domestic  fimrs  differently.  The  Act  did,  however, 
increase  corporate  tax  burdens,  as  a  reduction  in  corporate  marginal  tax 
rates  was  offset  by  lengthening  of  depreciable  lives,  repeal  of  the  invest- 
ment tax  credit  and  adoption  of  the  corporate  alternative  minimum  tax. 
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Table  8-3 

Country  Effects  for  Taxable  Income/Assets 

Differentials* 

( 1 987  Cross-section  sample,  in  percent) 


Country 

Canada  (75) 

Japan  (86) 

United  Kingdom  ( 1 22) 

Netherlands  Antilles  (26)  .. 

Netherlands  (65) 

Germany  (42) 

France  (35) 

Sweden  (20) 

Switzerland  (30) 

Bermuda  and  Panama  (10) 

Australia  (14) 

Italy  (3) 

Other  Foreign 


Taxable  Income/Assets 
Relative  to  USCCs 

-1.8 
-IS** 
-2.6** 
-3.8** 
-1.4 
-4.8** 
-2.7 
-3.1 
-2.9 
1.9 
-4.9 
-155** 
-2.4 


*  Adapted  fix)m  Grubeit-Goodspeed-Swenson.  Regressions  are  used  to 
control  for  industry,  debt-asset  ratios,  and  date  of  incorporation.  Based  on 
all  non-financial  corporations  with  assets  in  excess  of  $50  million.  A 
double  asterisk  denotes  income  as  a  share  of  asset  value  differentials 
statistically  different  firom  zero  at  the  5  percent  significance  level.  Note: 
The  numbers  in  parentheses  are  the  number  of  companies  in  each  category. 


Evidence  of  Income  Shifting 

The  distribution  of  the  ratio  of  taxable  income  to 
assets  is  consistent  with  the  pattern  that  would  result  from 
income  shifting.  If  the  low  average  income  of  foreign- 
controlled  companies  was  due  to  extremely  large  losses  by 
a  relatively  small  number  of  companies,  it  would  be 
difficult  to  attribute  the  low  average  profit  rate  to  income 
shifting.  Successfiil  income  shifters  would  have  moved 
the  losses  to  some  other  part  of  the  worldwide  enterprise 
where  they  have  positive  taxable  income. 

If  there  is  significant  income  shifting,  a  pattern  in 
which  the  ratio  of  taxable  income  to  assets  is  strongly 
concentrated  near  zero  would  be  expected.  If  companies 
co;ild  shift  income  without  cost  or  penalty,  their  U.S. 
taxable  income  would  always  be  at  zero  as  long  as  they 
have  positive  worldwide  income,  and  as  long  as  the  U.S.- 
derived  income  could  be  shifted  to  localities  with  lower 
marginal  tax  rates. 


The  distributions  of  the  ratio  of  taxable  income  to 
assets  for  the  1987  cross-section  of  600  foreign-con- 
trolled, and  about  4,000  U.S.-controUed,  non-financial 
companies  show  that  foreign  companies  exhibit  the  pat- 
tern consistent  with  significant  income  shifting  (Figure  8- 
1).  Not  only  is  the  distribution  of  foreign- controlled 
companies  centered  at  zero,  but  it  is  much  more  concen- 
trated around  zero  than  the  distribution  of  domestically 
controlled  companies.  (This  pattern  holds  for  other  time 
periods  and  other  sector  groupings  as  well.)  Large  foreign 
losses  are  more  common  than  for  U.S.  firms,  but  do  not 
explain  much  of  the  overall  differential.  In  addition,  there 
is  a  very  large  disparity  at  the  high  end,  where  there  are 
very  few,  very  profitable,  foreign-  versus  domestic-con- 
trolled companies.  It  is  the  potentially  very  profitable 
foreign  companies  that  would  be  expected  to  have  the 
most  leeway  in  shifting  income  out  of  the  United  States, 
and  companies  who  could  successfiilly  shift  income  would 
not  be  expected  to  leave  large  profits  in  the  United  States. 
In  fact,  the  data  show  that  the  frequency  of  very  profitable 
companies  is  three  times  greater  for  domestic  companies 
than  for  foreign  ones.'" 


Figure  8-1 

Foreign  and  Domestic  Distributions  of  the  Ratio 

of  Taxable  income  to  Assets 


Percent  share  of  sample 
20 


-0.137     -0.087       -0.037       0      0.037       0.067       0.137        0.IB7 
Radot  of  Taxable  IncoiTM  to  Auett 

Source:  Grubert,  Goodspeed,  and  Swenson,  Decennber  1991,  Table  4.1. 
Dbtribudons  based  on  1967  retruns  with  assets  greater  thanSSO  million. 


'"Grubert,  Goodspeed  and  Swenson,  op.  cit.,  p.  23  and  Table  4.1,  p.  24. 
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The  behavior  of  companies  over  the  period  from 
1980  to  1987  was  consistent  with  the  picture  conveyed  by 
the  1987  cross- section.  A  statistical  analysis  of  the  data 
indicates  that  not  only  are  foreign-controlled  companies 
concentrated  near  zero  taxable  income,  but  they  are  more 
likely  to  persist  there  over  time.  They  are  also  more  likely 
to  move  back  to  the  region  near  zero  if  they  have  been 
profitable. 

As  noted  previously,  factors  other  than  income 
shifting  explain  at  least  fifty  percent  of  the  income  ratio 
differentials  between  FCCs  and  USCCs.  However,  what 
percentage  of  the  remaining  unexplained  relative  earnings 
differential  is  attributable  to  the  manipulation  of  transfer 
prices  is  difficult  to  establish.  The  fifty  percent  of  the 
aggregate  income  to  receipts  and  income  to  assets  ratio 
differentials  that  is  unexplained  by  the  statistical  analysis 
can  only  be  regarded  as  an  upper  bound  for  the  total 
amount  of  income  shifting.  A  range  of  other  factors  may 
play  an  important  role  in  explaining  relative  taxable 
income  to  asset  ratio  differentials,  but  are  difficult  to 
evaluate  and,  thus,  have  not  been  fully  considered.  These 
other  factors  include  the  desire  for  diversification,  differ- 
ences in  the  cost  of  capital,  and  longer  time  horizons  of 
FCCs  versus  USCCs.  There  are  conceptual  problems  in 
addressing  the  cost  of  capital,"  and  further  assessments  of 
these  factors  would  require  details  about  the  composition 
of  individual  multinational  companies  which  are  not 
readily  available. 

Recent  Statutory  and  Regulatory 
Developments 

A  number  of  recent  statutory  and  regulatory  devel- 
opments should  improve  tax  compliance  by  both  foreign- 
controlled  and  domestic  companies.  They  are,  in  part, 
motivated  by  the  low  taxable  income  reported  by  foreign- 
controlled  companies  described  in  the  previous  secfion. 

Information  Reporting  and  Record-Keeping 

One  of  the  most  significant  of  these  recent  develop- 
ments relates  to  information  access  and  reporting.  A 
principal  problem  has  been  the  difficulty  of  obtaining 
information  needed  to  administer  the  transfer  pricing  rules 
with  respect  to  FCCs.  In  1989,  Congress  amended  section 
603 8 A  of  the  Internal  Revenue  Code  to  require  U.S. 
corporations  with  at  least  25  percent  foreign  ownership  to 
report  transactions  with  foreign  related  parties;  to  main- 
tain records  needed  to  substantiate  the  tax  treatment  of 
transactions  with  related  parties;  and  to  require  the  foreign 
related  party  to  designate  an  agent  for  purposes  of  receiv- 

"  Note  that  there  is  continuing  controversy  about  how  to  measure  differ- 
ences in  the  cost  of  capital  across  countries.  See  James  Poteiba,  "Compar- 
ing the  Cost  of  Capital  in  the  United  States  and  Japan:  A  Survey  of 
Methods,"  Federal  Reserve  Bank  of  New  York  Quarterly  Review,  Winter 
1991,  pp.  20-32. 


ing  an  administrative  summons  from  the  U.S.  Internal 
Revenue  Service  (IRS)  in  connection  with  an  audit. 

If  a  foreign  related  party  fails  to  authorize  its  U.S. 
affiliate  to  act  as  its  agent  for  purposes  of  a  summons,  or 
if  it  fails  to  ftimish  information  with  respect  to  a  transac- 
tion between  related  parties,  the  Secretary  of  the  Treasury 
may  determine  the  deductions  and  other  tax  items  attrib- 
utable to  the  transactions  based  on  the  information  then  in 
its  possession.  In  1990,  Congress  enacted  similar  legisla- 
tion under  section  603 8C  of  the  Internal  Revenue  Code 
with  respect  to  U.S.  branches  of  foreign  corporations. 

In  December  1 990,  the  IRS  issued  proposed  regula- 
tions under  section  603  8 A  implementing  the  statutory 
amendments.  The  proposed  regulations  were  promptly 
modified  to  reflect  many  of  the  concerns  expressed  in 
comments  submitted  by  taxpayers  and  foreign  govern- 
ments, and  were  issued  in  final  form  on  June  14, 1991,  only 
six  months  after  their  release  in  proposed  form. 

These  regulations  reflect  the  United  States'  legiti- 
mate interest  in  monitoring  and  adjusting  the  tax  effects  of 
inter-company  transactions  between  U.S.  corporations 
and  their  foreign  owners.  Domestically-owned  corpora- 
tions operating  in  the  United  States,  as  well  as  foreign 
subsidiaries  of  U.S.  corporations,  are  required  to  supply 
similar  information  and  are  subject  to  similar  penalties  for 
non-compliance.  The  overall  effect  of  these  provisions, 
therefore,  is  to  treat  FCCs  in  a  manner  that  is  comparable 
to  the  manner  in  which  USCCs  are  treated. 

Section  482  Temporary  Regulations 

While  section  603  8A  is  the  most  significant  recent 
procedural  development  in  the  area  of  transfer  pricing,  the 
most  important  recent  substantive  development  probably 
is  the  temporary  regulations  under  section  482  of  the 
Internal  Revenue  Code,  which  were  released  in  January 
1993.  These  temporary  regulations  replaced  proposed 
regulations  issued  in  January  1992  and  are  intended  to 
implement  the  changes  in  section  482  made  by  the  Tax 
Reform  Act  of  1986. 

The  temporary  section  482  regulations  are  intended 
to  improve  the  administration  of  section  482  in  two  critical 
respects: 

•  First,  they  are  intended  to  encourage  taxpayers  to 
comply  with  section  482  when  they  plan  their  inter- 
company transactions. 

•  Second,  they  fill  a  gap  in  the  current  regulations  by 
providing  tools  needed  to  determine  the  arm's 
length  consideration  for  intangible  property. 

Recognizing  the  fact  that  the  determination  of  trans- 
fer prices  is  not  an  exact  science,  the  temporary  regula- 
tions permit  considerable  flexibility  in  the  choice  of 
pricing  methods.  The  strict  priority  of  methods  set  forth 
in  the  earlier  proposed  regulations  has  been  replaced  by  a 
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"Best  Method  Rule"  under  which  the  preferred  method  in 
any  given  case  is  selected  based  on  all  the  facts  and 
circumstances.    The  regulations  also  permit  the  use  of 
more  than  one  method  to  confirm  the  results  obtained 
under  other  methods. 

General  Principles.  An  important  difference  be- 
tween the  January  1992  proposed  regulations  and  the 
revised  regulations  is  that  the  revised  regulations  set  forth 
several  principles  that  are  of  general  application  imder  all 
the  methods.  Rather  than  a  set  of  specific  rigid  methods, 
the  regulations  set  forth  flexible  methods,  the  application 
of  which  is  guided  by  these  general  principles.  These 
principles  include  the  Best  Method  Rule,  which,  as  dis- 
cussed above  replaces  the  strict  priority  of  methods  con- 
tained in  the  proposed  regulations;  guidance  on  determin- 
ing an  arm's  length  range  of  results  tmder  all  methods; 
comprehensive  guidance  on  factors  to  consider  in  identi- 
fying comparable  transactions;  and  adjustments  that  must 
be  made  under  specified  circumstances.  Set  forth  below 
is  an  explanation  of  each  of  these  provisions. 

Best  Method  Rule.  The  strict  priority  of  methods 
contained  in  the  proposed  regulations  is  replaced  by  the 
Best  Method  RiUe.  Imposing  a  strict  priority  of  methods 
can  present  several  problems.  It  may  be  necessary  to 
determine  that  a  higher  priority  method  is  inapplicable 
before  a  lower-priority  method  could  be  applied.  In 
addition,  it  is  not  always  clear  that  the  ranking  of  the 
methods  actually  reflects  the  relative  reliability  of  the 
methods  in  all  cases.  On  the  other  hand,  a  strict  priority 
of  methods  offers  the  advantage  of  providing  guidance  and 
certainty  to  taxpayers  and  tax  administrators.  Conse- 
quently, it  was  necessary  to  balance  the  need  for  more 
flexibility  against  the  need  for  additional  guidance  as  to 
which  methods  are  most  appropriate  in  a  particular  case. 

The  Best  Method  Rule  attempts  to  achieve  this 
balance  by  recognizing  that  the  method  that  provides  the 
most  accurate  measure  of  an  arm's  length  result  will  vary, 
depending  upon  the  facts  and  circumstances  of  the  trans- 
action under  review.  In  considering  which  method  pro- 
vides the  best  measure  of  an  arm's  length  result,  factors  to 
be  considered  include  the  completeness  and  accuracy  of 
available  data,  the  degree  of  comparability  between  con- 
trolled and  uncontrolled  transactions,  and  the  extent  of 
adjustments  necessary  to  apply  the  method. 

Since  it  will  not  always  be  clear  which  method 
provides  the  most  accurate  measiire  of  an  arm's  length 
result,  the  Best  Method  Rule  also  permits  consideration  of 
more  than  one  method  to  determine  an  arm's  length  result. 
When  the  Best  Method  Rule  does  not  clearly  indicate  a 
preferred  method,  an  additional  factor  to  be  considered  in 
determining  which  method  should  be  applied  is  whether 
any  of  the  alternative  methods  produce  results  that  are 
consistent  with  results  obtained  under  another  method. 


Arm's  Length  Range.  The  revised  regulations 
extend  the  concept  of  a  range  of  acceptable  results, 
introduced  in  the  proposed  regulations,  to  all  of  the 
transaction-based  methods.  Such  an  approach  recognizes 
the  fact  that  there  often  will  be  more  than  one  arm's  length 
price.  Under  the  transaction  based  methods,  the  range 
consists  of  all  of  the  arm's  length  results  derived  from  the 
proper  ^plication  of  that  method  to  more  than  one  unre- 
lated comparable  party. 

Comparability.  A  factor  common  to  all  the  meth- 
ods is  that  they  rely  to  varying  degrees  on  information 
from  unrelated  parties.  Therefore  application  of  any 
method  requires  identification  of  comparable  parties  en- 
gaged in  comparable  transactions  or  activities  under  com- 
parable circumstances.  This  process  requires  a  compari- 
son of  fimctions,  risks,  contractual  terms,  economic  con- 
ditions and  property  transferred.  A  fimctional  analysis  is 
a  particularly  critical  element  of  this  process.  Although  a 
functional  analysis  is  not  a  pricing  method  and  does  not 
itself  determine  an  arm's  length  result,  it  is  central  to 
identification  of  a  comparable  party.  It  identifies  and 
compares  the  economically  significant  activities  xmder- 
taken  by  the  controlled  and  imcontroUed  parties. 

Special  Adjustments.  Several  special  circumstances 
may  require  adjustment  to  results  that  otherwise  would  be 
considered  arm' s  length.  One  such  circumstance  is  the  use 
of  a  market  penetration  strategy.  The  revised  regulations 
provide  that  the  arm's  length  charge  for  property  may,  for 
a  limited  time,  differ  from  that  charged  in  an  otherwise 
comparable  fransaction  if  the  parties  to  the  confroUed 
transaction  have  adopted  a  market  share  strategy.  In 
addition,  special  adjustments  may  be  made  when  the 
controlled  taxpayers  operate  in  different  geographic  mar- 
kets than  the  uncontrolled  parties.  In  such  cases  the 
confrolled  and  uncontrolled  parties  may  incur  different 
levels  of  costs  attributable  to  the  fact  that  they  operate  in 
different  locations.  Adjustments  may  be  made  to  reflect 
these  differences,  but  only  where  the  cost  differences 
would  increase  (or  decrease)  the  profits  of  unconfroUed 
parties,  given  the  competitive  positions  of  buyers  and 
sellers  in  the  market. 

Other  Statutory  Developments 

In  addition  to  the  temporary  section  482  and  final 
section  603 8 A  regulations,  there  have  been  several  other 
important  developments  since  1989  that  are  directed  at 
improving  the  application  of  section  482  with  respect  to 
FCCs  as  well  as  USCCs.  These  measures  included  the 
following: 

•      A  provision  which  increases  by  2  percentage  points 
the  interest  rate  imposed  on  large  imderpayments  of 
tax  by  corporations. 
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•  Section  6662(1),  which  imposes  a  penalty  with 
respect  to  significant  underpayments  of  tax  that  are 
attributable  to  a  section  482  adjustment  and  for 
which  the  taxpayer  cannot  show  reasonable  cause. 
Under  this  provision,  a  20  percent  penalty  may  be 
imposed  if  the  taxpayer  charges  consideration  for 
property  or  services  that  is  greater  than  200  percent 
(or  less  than  50  percent)  of  the  amount  determined 
to  be  correct  under  section  482.  The  penalty  is 
increased  to  40  percent  in  the  case  of  a  "gross 
valuation  misstatement,"  i.e.,  where  the  amount 
reported  is  greater  than  400  percent  or  less  than  25 
percent  of  the  correct  amount. 

•  "Earnings  stripping"  rules  enacted  in  1989  which 
restrict  the  ability  of  FCCs  and  USCCs  to  reduce 
their  U.S.  tax  by  making  deductible  interest 
payments  to  related  parties  offshore.  If  an  FCCs 
ratio  of  debt  to  equity  exceeds  1.5  and  its  interest 
expenses  exceed  50  percent  of  its  cash  flow 
(income  before  interest  and  depreciation  deduc- 
tions), some  of  the  deductions  for  interest  payments 
to  related  companies  abroad  are  disallowed. 

Advance  Pricing  Agreements 

As  part  of  its  effort  to  augment  traditional  enforce- 
ment methods  and  to  encourage  volimtary  compliance,  the 
IRS  has  recently  developed  the  Advance  Pricing  Agree- 
ment (APA)  process.  The  APA  process  provides  an 
alternative  to  the  ordinary  administrative,  judicial,  and 
treaty  dispute  resolution  mechanisms  for  resolving  inter- 
company pricing  issues. 

A  taxpayer  initiates  the  APA  process  to  obtain 
agreement  from  the  IRS  about  the  method  used  to  price  the 
taxpayer's  related  party  transactions.  An  APA  ordmarily 
is  effective  for  a  fixed  term  of  years.  When  the  taxpayer 
has  executed  an  APA,  the  IRS  generally  will  treat  the 
transfer  pricing  method  set  forth  in  the  APA  as  meeting  the 
arm's  length  standard.  The  IRS  generally  will  limit  its 
audit  activity  to  ascertaining  whether  the  representations 
made  in  reaching  the  APA  were  accurate,  whether  the 
assumptions  on  which  the  APA  is  premised  remain  valid, 
whether  the  pricing  methodology  established  in  the  APA 
has  been  incorrectly  applied,  and  whether  the  results 
contemplated  in  the  APA  are  achieved  in  practice. 

The  IRS  developed  the  Advance  Pricing  Agreement 
process  with  the  issuance  of  Revenue  Procedure  9 1-22  in 
March  1 99 1 .  APA  is  a  prospective  agreement  between  the 
taxpayer  and  the  IRS  that  a  particular  transfer  pricing 
method  when  applied  to  the  taxpayer's  operations  will 
determine  compliance  with  the  arm's  length  standard  of 
Section  482.  If  a  treaty  country  is  involved,  the  IRS  will 
generally  seek  a  mutual  agreement.  Taxpayers  have 
welcomed  the  idea  as  a  way  to  avoid  confrontations  with 
the  IRS  over  international  transfer  pricing.  Both  the  IRS 


and  taxpayers  who  are  participating  have  made  a  deter- 
mined effort  to  deal  with  each  other  in  less  adversarial 
ways.  Taxpayers  have  voluntarily  disclosed  sensitive 
information  about  their  operations  and  methods  to  educate 
the  IRS  about  their  businesses.  They  have  prepared  and 
disclosed  analyses  of  their  business,  their  markets  and 
their  competition  that  heretofore  have  not  been  made 
available  to  IRS  agents.  In  return,  the  IRS  has  allowed 
taxpayers  to  define  and  confine  the  issues  and  information 
to  that  which  the  taxpayers  reasonably  believe  is  crucial  to 
understanding  and  resolving  the  issues. 

The  APA  process  is  designed  to  enable  taxpayers 
and  the  IRS  to  agree  on  the  proper  treatment  of  transfer 
pricing,  including  cost-sharing  arrangements.  An  APA 
need  not  cover  all  of  a  tax-payer's  pricing  arrangements. 
Rather,  the  Revenue  Procedure  gives  the  taxpayer  flex- 
ibility to  limit  its  APA  request  to  "specified  prospective 
tax  years,"  "specified  affiliates,  and  "specified 
intercompany  transactions." 

The  goal  of  the  APA  process  is  to  arrive  at  an 
agreement  on  three  basic  points:  (1)  a  description  of  the 
intercompany  transactions  to  which  the  APA  applies;  (2) 
the  transfer  pricing  methodology  to  be  applied  to  those 
transactions;  and  (3)  the  arm's  length  range  of  results  to  be 
expected  from  applying  the  methodology  to  the  transac- 
tions. The  third  of  these  points  is  not  always  needed;  the 
IRS  will,  in  appropriate  cases,  consider  AP As  that  set  forth 
a  TPM  without  specifying  a  range. 

Status  of  the  APA  Program  as  of  December 
1992 

The  IRS  has  approximately  35  taxpayers  in  the  APA 
program,  at  various  stages  of  development,  involving 
operations  in  15  foreign  coimtries.  Twelve  of  these 
requests  are  substantially  completed  and  five  of  these  are 
subject  to  competent  authority  resolution. 

The  IRS  has  a  total  of  14  closed  cases,  five  APAs  all 
resulting  in  bilateral  agreements  and  nine  taxpayer  with- 
drawals. The  withdrawals  were  caused  by  a  variety  of  non- 
tax business  factors,  e.g.,  management  personnel  changes 
and  restructuring  of  operations.  Approximately  24  addi- 
tional taxpayers  are  actively  "considering"  the  APA 
process  and  have  held  very  preliminary  discussions  with 
the  Service. 

Taxpayers  in  the  following  industries  or  product 
areas  have  become  involved  with  the  APA  process:  elec- 
tronics, pharmaceuticals,  financial  products,  conimodity 
trading,  oil  &  oil  products,  automotive,  beverages,  ap>- 
parel,  construction  &  engineering,  steel  &  steel  products, 
forestry,  services  (information,  research,  marketing),  and 
various  light  manufacturing  activities. 

In-process  APAs  cover  a  wide  spectrum  of  inter- 
affiliate  transactions,  both  outbound  and  inbound,  involv- 
ing the  transfer  of  goods,  services,  or  intangibles.  The 
transfer  pricing  methods  being  consolidated  involve  ver- 
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sions  of  each  method  stated  in  the  existing  and  proposed  ance  by  foreign  owners  of  U.S.  businesses.  The  number  of 

regulations.  audits  of  FCCs  has  increased  dramatically,  the  ability  of 

In  sum,  the  developments  of  the  past  three  years  foreign  owners  (who  are  so  inclined)  to  conceal  informa- 

have  made  important  changes  in  the  administration  of  tionhasbeenreduced,  and  the  Internal  Revenue  Service's 

section  482.  Although  many  ofthese  new  measures  apply  ability  to  litigate  transfer  pricing  disputes  has  been  en- 

equally  to  domestic  and  foreign  taxpayers,  the  rules  should  hanced. 
be  especially  useful  in  addressing  the  problem  of  compli- 
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Federal  Government  Data  on  Foreign 
Direct  Investment  in  the  United  States 


The  principal  sources  of  data  used  in  this  second  annual 
report  on  foreign  direct  investment  in  the  United  States  are 
those  collected  by  the  Bureau  of  Economic  Analysis  and 
the  Bureau  of  the  Census,  which  largely  cover  the  universe 
of  all  foreign  direct  investment  and  the  operations  of 
foreign-owned  firms.  Other  Federal  data  sources  collect 
specialized  data  on  specific  industries,  such  as  those  on 
agriculture,  real  estate,  energy,  and  banking. 

This  chapter  provides  a  guide  to  these  data  soiu^ces 
and  their  coverage.  Described  fust  are  BEA  enterprise 
statistics,  and  second  are  establishment  data  obtained  by 
linking  the  Census  and  BLS  data  to  BEA  data.  A  fmal 
section  summarizes  the  FDIUS-related  data  collected  by 
other  agencies. 


Bureau  of  Economic  Analysis  Data 

The  principal  Federal  Government  source  of  data  on 
foreign  direct  investment  in  the  United  States  (FDIUS)  is 
the  enterprise,  or  company,  level  data  provided  by  the 
Commerce  Department's  Bureau  of  Economic  Analysis 
(BEA).  These  data  are  the  most  comprehensive  and 
detailed  data  on  this  topic  collected  by  any  country.  They 
embody  consistent  reporting  standards  and  definitions 
that  have  been  used  as  amodel  for  the  compilation  of  direct 
investment  statistics  by  international  organizations  such 
as  the  International  Monetary  Fund  and  the  Organisation 
for  Economic  Co-Operation  and  Development.  The  data 
are  carefully  edited  by  BEA  after  extensive  consultations 
with  the  companies  that  report  them.  Universe  estimates, 
rather  than  only  reported  sample  data,  are  provided  by 
BEA,  covering  both  transactions  between  U.S.  affiliates 
and  their  foreign  parents  and  the  overall  operations  of  the 
affiliates.  BEA  also  analyses  and  interprets  the  data. 

In  the  past  year,  the  BEA  data  have  been  supple- 
mented with  new  establishment,  or  plant,  level  data  com- 
piled by  the  Bureau  of  the  Census  and  the  Bureau  of  Labor 

*This  chapter  was  prepared  by  the  staff  of  the  International  Investment 
Division  of  the  Bureau  of  Economic  Analysis.  The  staff  members  who 
worked  on  this  project  were  R.  David  Belli,  Obie  G.  Whichard,  Steve  D. 
Bezirganian,  Sylvia  E.  Bargas,  and  Mahnaz  Fahim-Nader. 


Statistics  (BLS).  These  new  data  were  compiled  by 
linking  those  agencies'  data  for  all  U.S.  companies  to  the 
data  for  foreign-owned  companies  collected  by  BEA. 
These  new  linked  data  do  not  provide  for  the  same  range 
of  data  items  as  the  BEA  enterprise  data,  but  they  provide 
a  much  finer  degree  of  detail  on  the  specific  activities  of 
foreign-owned  firms  in  the  United  States.  Together,  the 
data  fi"om  BEA,  Census,  and  BLS  provide  a  very  wide 
variety  of  general  purpose  statistics  on  FDIUS  for  use  by 
policymakers,  businesses,  researchers,  and  others. 

A  few  other  Federal  agencies  also  collect  informa- 
tion on  FDIUS,  but  it  is  narrower  in  scope  and  purpose.  For 
example,  the  Agriculture  Department  collects  informa- 
tion on  ownership  of  agricultural  land  by  foreigners,  while 
the  Federal  Reserve  Board  collects  information  on  the 
operationsofforeign-ownedU.S.  banks.  For  tax  purposes, 
the  Internal  Revenue  Service  collects  information  on 
FDIUS,  but  it  covers  only  "foreign-controlled"  compa- 
nies— those  owned  at  least  50  percent  by  foreigners — and, 
as  discussed  later,  differs  from  BEA's  data  in  a  number  of 
other  ways.  Other  agencies  collect  a  variety  of  informa- 
tion on  U.S.  businesses  in  which  there  is  foreign  owner- 
ship; however,  they  do  not  collect  it  specifically  to  moni- 
tor or  analyze  FDIUS ,  but  rather  as  a  byproduct  of  meeting 
their  broader  program  responsibilities.  For  example,  the 
Securities  and  Exchange  Commission  (SEC)  maintains 
information  on  the  nationality  of  major  stockholders  in 
publicly  traded  companies  as  a  part  of  its  regulatory 
responsibility  to  monitor  investors,  both  foreign  and  do- 
mestic. Although  not  collected  for  purposes  of  monitoring 
FDIUS,  such  information  can  supplement  other  data  on 
FDIUS,  especially  if — ^as  is  the  case  with  the  SEC  data — 
data  for  individual  companies  may  be  made  available  to 
the  public.  (As  discussed  below,  the  legislation  under 
which  the  major  statistical  agencies  collect  data  explicitly 
prohibits  the  disclosure  of  data  of  individual  companies.) 

Types  of  Data  Collected 

BEA's  surveys  of  FDIUS  are  conducted  at  the 
enterprise  (company)  level  and  collect  two  types  of  data — 
(1)  direct  investment  position  and  balance  of  payments 
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data  and  (2)  financial  and  operating  data.'  The  data  are 
collected  from  U.S.  business  enterprises,  whether  incor- 
porated or  unincorporated,  that  are  owned  1 0  percent  or 
more,  directly  or  indirectly,  by  a  foreign  person.^ 
These  business  enterprises  are  termed  "U.S.  affiliates"  of 
foreign  direct  investors. 

Direct  Investment  Position  and  Balance  of  Payments 
Data. 

These  data  cover  foreign  parents'  positions  in,  and 
transactions  with,  their  U.S.  affiliates.  The  foreign  direct 
investment  position  in  the  United  States — one  of  the  most 
commonly  referenced  statistics  on  FDIUS — measures  the 
value  of  foreign  parents'  equity  in,  and  net  outstanding 
loans  to,  their  U.S.  affiliates.  The  reported  survey  data 
used  to  estimate  the  position  are  based  on  book  values,  but 
for  the  last  2  years,  BEA  has  also  provided  estimates  of  the 
position  based  on  both  market  values  and  the  current  cost 
of  replacing  affiliates'  tangible  assets.  Balance  of  pay- 
ments transactions  between  parents  and  affiliates  consist 
of  flows  of  capital  (equity,  debt,  and  reinvestment  of 
earnings),  income,  royalties  and  license  fees,  and  fees  for 
other  private  services.  Although  reported  to  BEA  on  a 
historical  cost  basis,  direct  investment  income  is  currently 
recorded  in  the  U.S.  international  transactions  accounts 
after  adjustment  of  reported  depreciation,  depletion,  and 
expensed  exploration  and  development  costs  to  a  current, 
or  replacement- cost  basis,  so  that  it  is  consistent  with 
BEA's  estimates  of  the  direct  investment  position  on  that 
basis.' 

U.S.  Affiliate  Financial  and  Operating  Data 

These  data  cover  the  overall  operations  of  affiliates 
rather  than  just  their  transactions  or  positions  with  foreign 
parents.  Available  items  include  balance  sheets  and 
income  statements;  external  financial  position;  property, 
plant,  and  equipment  (both  stocks  and  expenditiu-es); 
employment  and  employee  compensation;  research  and 
development  expenditures;  U.S.  merchandise  trade;  sales 
of  goods  and  services;  ownership  of  U.S.  land;  and  se- 
lected data  by  State.  Financial  and  operating  data  are 
collected  on  a  fully-consolidated  domestic  (U.S.)  basis  for 
U.  S.  affiliates;  they  are  not  collected  for  foreign  parents  or 

'For  a  more  detailed  description  of  the  various  types  of  data  on  FDIUS 
collected  by  BEA,  see  A.  Quijano,  "A  Guide  to  BEA  Statistics  on  Foreign 
Direct  Investment  in  the  United  States,"  in  the  February  1990  issue  of  the 
Survey  of  Current  Business. 

^"Foreigu  persons"  include  any  foreign  individual,  branch,  partnership, 
association,  associated  group,  estate,  trust,  corporation,  or  other  organiza- 
tion, and  any  foreign  government. 

'Current-cost  measures  of  direct  investment  income  (and  of  the  reinvested 
earnings  component  of  direct  investment  capital  flows)  began  to  be  pub- 
lished in  June  1992  foryears beginning  with  1982.  They  are  available  only 
at  an  aggregate  level;  the  detailed  country-by-industty  estimates  discussed 
later  continue  to  be  on  a  historical-cost  basis. 


ultimate  beneficial  owners  because  BEA's  authority  to 
collect  data  does  not  extend  to  foreign  residents. 

The  financial  and  operating  data  are  broader  in 
scope  than  the  direct  investment  position  and  balance  of 
payments  data  because  they  cover  the  overall  operations 
of  U.S.  affiliates  rather  than  just  the  affiliates'  positions 
and  transactions  with  their  foreign  parents.  For  example, 
a  U.S.  affiliate's  income  statement,  part  of  its  financial  and 
operating  data,  covers  the  total  net  income  of  the  affiliate, 
whereas  direct  investment  income  as  recorded  in  the  U.S. 
international  transactions  (balance  of  payments)  accounts 
includes  only  the  foreign  parent's  share  of  that  income. 
Thus,  if  an  affiliate  that  is  50-percent  owned  by  its  foreign 
parent  has  net  income  of  $  1 00  in  a  given  period,  this  entire 
amount  is  shown  in  the  affiliate's  income  statement,  but 
only  $50  is  included  in  the  U.S.  balance  of  payments  as 
direct  investment  income.  (For  an  affiliate  that  is  100- 
percent  owned  by  its  foreign  parent,  total  net  income  and 
the  foreign  parent's  share  are,  of  course,  the  same.) 
Similarly,  total  assets,  as  shown  on  an  affiliate's  balance 
sheet,  is  a  measure  of  the  book  value  of  all  assets  of  the 
affiliate,  however  financed,  whereas  the  direct  investment 
position  on  ahistorical  cost  basis  reflects  only  the  net  book 
value  oftheforeignparent'sdirect  claims  on  the  affiliate's 
assets  (that  is,  the  portion  of  the  affiliate's  total  assets 
financed  by  the  foreign  parent's  equity  investment  in,  net 
loans  to,  and  earnings  reinvested  in,  the  U.S.  affiliate). 
Even  for  a  100-percent-owned  affiliate,  total  assets  will 
typically  exceed  the  direct  investment  position,  often  by 
a  substantial  amount,  because  some  assets  of  affiliates  are 
typically  financed  through  sources  other  than  the  foreign 
parent  (unaffiliated  suppliers  or  financial  institutions,  for 
example)  and  because  the  position  may  be  reduced  by 
intercompany  loans  extended  by  the  affiliate  to  the  parent. 

The  Surveys 

BEA's  data  collection  system  on  FDIUS  is  orga- 
nized around  periodic  benchmark  surveys  that  collect 
comprehensive  data  from  the  universe  of  U.S.  affiliates  of 
foreign  direct  investors.  New  entries  to  the  universe  are 
added  via  a  mandatory,  one-time  survey  of  new  foreign 
direct  investments  in  the  United  States.  In  addition, 
existing  U.S.  affiliates  above  a  certain  threshold  must 
report  in  quarterly  and  annual  sample  surveys  that  are  used 
to  update  the  universe  totals  collected  in  the  benchmark 
survey. 

Benchmark  Survey 

The  benchmark  survey  is  the  foundation  of  BEA's 
FDIUS  data  collection  system  and  is  the  most  comprehen- 
sive survey  in  terms  of  both  coverage  and  content.  The 
International  Investment  and  Trade  in  Services  Survey 
Actrequires  that  a  benchmark  survey  be  taken  at  least  once 
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every  5  years/  The  most  recent  benchmark  survey  cov- 
ered 1987;  results  of  the  survey  were  summarized  in  an 
article  in  BEA's  monthly  magazine,  the  Survey  of  Current 
Business,  and  presented  in  detail  in  a  separate  data  publi- 
cation.' The  next  benchmark  survey  will  cover  data  for 
1992;  forms  were  mailed  to  respondents  in  late  February 
1993. 

Benchmark  surveys  are  intended  to  cover  the  uni- 
verse of  U.S.  affiliates  of  foreign  direct  investors.  How- 
ever, to  reduce  reporting  burden,  complete  reports  must  be 
filed  only  by  U.S.  affiliates  above  a  certain  minimal 
exemption  level;  affiliates  below  that  level  account  for  a 
sizable  percentage  of  the  number  of  all  U.S.  affiliates,  but 
for  only  a  negligible  percentage  of  their  value.* 

The  benchmark  survey  collects,  in  considerable 
detail,  both  financial  and  operating  data  of  U.S.  affiliates 
and  data  on  the  direct  investment  position  and  related 
balance  of  payments  flows  between  U.S.  affiliates  and 
their  foreign  parents.  Many  data  items  collected  in  the 
benchmark  survey  are  also  collected  in  BEA's  annual  and 
quarterly  sample  surveys;  for  these  items,  the  benchmark 
survey  value  is  the  basis  for  estimation  of  universe  values 
in  nonbenchmark  years,  based  on  movements  in  reported 
sample  data.  Other  data  items  are  collected  only  in  the 
benchmark  survey,  because  more  fi^equent  collection  is 
regarded  as  either  imnecessary  or  too  burdensome.  For 
example,  U.S.  merchandise  exports  and  imports  of  U.S. 
affiliates  are  collected  by  broad  product  group  and  by 
coimtry  of  destination  or  origin  in  benchmark  surveys,  but 
such  product  and  country  detail  is  not  collected  annually 
because  of  the  heavy  burden  it  would  impose  on  reporters. 

Less  detailed  financial  and  operating  data  are  re- 
quired of  bank  affiliates  than  of  other  U.S.  affiliates, 
because  they  must  report  the  data  needed  for  most  policy 
purposes  to  other  U.S.  Government  agencies.  In  addition, 
bank  affiliates  report  less  balance  of  payments  data  be- 


^Because  of  a  one-time  postponement  granted  by  Congress  in  order  to 
synchronize  BEA'sbenchmark  surveys  ofFDIUS  with  the  CensusBureau's 
quinquennial  economic  censuses,  the  interval  between  the  last  two  bench- 
mark surveys,  covering  1980  and  1987,  was  7  years  rather  than  5.  This 
delay  facilitated  the  efforts  to  produce  detailed  establishment-level  data  on 
FDIUS  by  linking  the  two  agencies'  data  sets  for  1987. 
'See  "U.S.  Affiliates  of  Foreign  Companies:  1987  Benchmark  Survey 
Results,"  Survey  of  Current  Business,  69  (July  1989):  1 16-139  and  U.S. 
Department  of  Commerce,  Bureau  of  Economic  Analysis,  Foreign  Direct 
Investment  in  the  United  States:  1987  Benchmark  Survey.  Final  Results 
(Washington,  DC:  U.S.  Government  Printing  Office,  August  1990). 
'The  1980, 1987,  and  1992  benchmark  surveys  use  an  exemption  level  of 
$1  million  of  assets,  sales,  or  net  income.  Affiliates  at  or  below  this  level 
must  file  an  exemption  claim  stating  the  level  of  these  items.  Data  for 
exempt  affiliates  are  tabulated  separately  and  are  excluded  from  tables 
presenting  the  benchmark  survey  results.  In  the  benchmark  survey  for 
1987,  exempt  affiliates  accounted  for  34  percent  of  the  number  of  affiliates 
in  the  direct  investment  universe.  However,  because  only  very  small 
affiliates  were  exempt  fix)m  repotting,  the  remaining  66  percent  that  were 
required  to  report  accounted  for  virtually  all  of  the  universe  in  terms  of 
value — 99.0  percent  of  total  assets,  99.9  percent  of  sales,  100.7  percent  of 
net  income,  and  96.3  percent  of  acres  of  U.S.  land  owned.  (The  percentage 
for  net  income  exceeds  100  because  affiliates  that  were  exempt  from 
reporting  had,  in  the  aggregate,  a  net  loss  for  the  year.) 


cause,  in  accordance  with  international  guidelines,  the 
direct  investment  position  in  a  bank  affiliate  is  defined  to 
include  only  its  foreign  parent's  permanent  equity  and 
debt  investment  in  it,  and  its  direct  investment  flows  that 
enter  the  balance  of  payments  include  only  transactions 
related  to  such  permanent  investment.  All  other  transac- 
tions and  positions — mainly  claims  and  liabilities  arising 
ft'om  the  parents'  and  affiliates'  normal  banking  busi- 
ness— are  considered  portfolio,  not  direct,  investment. 
They  are  reported,  along  with  other  banking  claims  and 
liabilities,  in  the  Treasury  International  Capital  reporting 
system  and  are  included  in  the  capital  account  of  the  U.S. 
international  transactions  accounts  compiled  by  BEA. 

New  Investment  Survey 

The  universe  ofFDIUS  is  continuously  updated  for 
new  affiliates  by  the  new  investment  survey  (BE- 13).  This 
mandatory,  one-time  report  must  be  filed  by  all  U.S. 
businesses  that  are  newly  acquired  or  established  by 
foreign  direct  investors  and  that  have  total  assets  greater 
than  $1  million  or  own  200  or  more  acres  of  U.S.  land.^ 
Each  year,  the  survey  results  are  published  and  analyzed 
in  the  Survey  of  Current  Business,  usually  in  May. 

The  key  value  measure  collected  on  the  new  invest- 
ment survey  is  the  dollar  amount  of  investment  outlays — 
that  is,  the  cost,  however  financed,  to  the  direct  investor  of 
acquiring  or  establishing  the  U.S.  business.  The  amount 
of  this  total  financed  directly  by  the  foreign  parent  group 
(the  foreign  parent  and  its  foreign  affiliates)  is  also  re- 
ported; this  information  can  be  used  to  gauge  the  impact 
of  new  FDIUS  on  the  U.S.  balance  of  payments  capital 
account  and  the  international  investment  position. 

The  financial  and  operating  measures  collected  on 
the  new  investment  survey  include  the  three  items — 
assets,  sales,  and  net  income — used  to  determine  reporting 
status  in  the  quarterly  and  annual  sample  surveys.  If  the 
value  reported  for  any  of  these  items  in  the  new  investment 
survey  exceeds  the  exemption  level  for  the  corresponding 
item  in  the  sample  surveys,  the  new  affiliate  is  required  to 
file  in  those  surveys  as  well.  In  this  way,  sample  fi"ames 
are  regularly  updated  to  include  new  investments.  An 
affiliate  that  falls  below  the  sample  survey  reporting  levels 
(but  still  is  above  the  $  1  million  exemption  level  of  the  new 
investment  survey)  is  nevertheless  added  to  the  direct 
investment  universe,  and  values  for  it,  like  those  for  odier 
small  affiliates,  are  estimated  until  the  affiliate  reports  in 
a  benchmark  survey  or  grows  past  the  exemption  levels 
for,  and  reports  in,  the  sample  surveys.  Other  items 
collected  on  the  new  investment  survey  include  data  on 
land  ownership  and  a  series  of  yes/no  questions  on  incen- 
tives and  services  received  fi^om  State  or  local  govern- 
ments. 


'If  the  minimum  values  are  not  met.  an  exemption  claim  must  nevertheless 
be  filed.  Exempt  affiliates  are  significant  in  numberbul  negligible  in  value. 
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Annual  Sample  Survey 


mates  is  published  in  the  August  issue. 


The  ann\ial  sample  survey  of  financial  and  operating 
data  of  nonbank  U.S.  affiliates  (BE- 15)  is  conducted  in 
nonbenchmark  years.  Reports  are  required  of  all  nonbank 
affiliates  with  assets,  sales,  or  net  income  greater  than  a 
given  exemption  level — cvurently  $  1 0  million.  Estimates 
for  smaller  affiliates  are  derived  through  extrapolation 
fi-om  the  most  recent  benchmark  survey  and  use  of  infor- 
mation fi-om  the  new  investment  survey.  Simimary  survey 
results  and  analysis  are  released  annually  in  a  Survey  of 
Current  Business  article;  separate  data  publications  pro- 
vide additional  detail. 

The  annual  survey  covers  many  of  the  same  data 
items  on  the  overall  operations  of  nonbank  U.S.  affiliates 
as  the  quinquennial  benchmark  surveys — ^including  bal- 
ance sheets;  income  statements;  merchandise  trade;  em- 
ployment and  compensation;  property,  plant,  and  equip- 
ment; and  selected  detail  by  State.  Together  with  the 
benchmark  survey,  it  provides  time  series  for  many  key 
financial  and  operating  data  items  back  to  1977.  The 
annual  data  are  also  used  to  derive  estimates  of  gross 
product  originating  (value  added)  in  U.S.  affiliates,  an 
important  measure  of  affiliates'  contribution  to  U.S.  gross 
domestic  product. 

Quarterly  Balance  of  Payments  Surveys 

Quarterly  balance  of  payments  surveys  (BE-605  and 
BE-606B)  are  conducted  to  update  the  position  and  bal- 
ance of  payments  flow  data  collected  in  the  benchmark 
survey.  The  sample  covers  all  affiliates  with  assets,  sales, 
or  net  income  of  $20  million  or  more.  Universe  estimates 
of  the  direct  investment  position  on  a  historical- cost  basis 
and  of  most  balance  of  payments  capital,  income,  and 
services  flows  are  derived  by  extrapolating  forward  the 
universe  data  reported  in  the  last  benchmark  survey  based 
on  movements  in  the  reported  quarterly  sample  data  in 
subsequent  periods.*  In  some  cases,  information  ft'om  the 
new  investment  sxuA'ey  is  used  as  well.  Once  these 
adjustments  are  made,  the  estimates  are  published  and 
analyzed  as  a  part  of  quarterly  articles  on  U.S.  interna- 
tional transactions  that  appear  in  the  March,  June,  Septem- 
ber, and  December  issues  of  the  Survey  of  Current  Busi- 
ness.^ Detailed  annual  estimates  of  the  position  are 
published  and  analyzed  in  the  June  Survey,  as  part  of  an 
article  on  the  U.S.  international  investment  position,  and 
additional  detail  for  both  annual  position  and  flow  esti- 

'One  item,  intercompany  debt  flows,  currently  is  not  extrapolated  but  is 
used  as  reported.  Although  highly  volatile  and  subject  to  large  revisions, 
BEA  has  been  unable  to  identify,  and  therefore  to  correct  for,  any  system- 
atic bias  in  this  item. 

The  adjustments  to  value  the  position  at  current  prices  are  described  in  J. 
Steven  Landefeld  and  Ann  M.  Lawson,  "Valuation  of  the  U.S.  Net  Intema- 
tionallnvestment  Position,"  Survey  of  Current  Business!  \  (May  1991):  40- 
49.  Adjustments  to  place  direct  investment  income  and  capital  flows  on  a 
current-price  basis  are  described  in  "U.S.  International  Transactions," 
Survey  11  (June  1992):  72  &  73. 


Disaggregating  the  Data 

All  of  BEA's  data  on  FDIUS  can  be  disaggregated 
by  coimtryofownership  and  by  industry.  A  few  selected 
items  can  also  be  disaggregated  by  State. 

Disaggregation  by  Country 

BEA  can  disaggregate  the  data  by  coxmtry  in  two 
ways:  (1)  By  coxmtry  of  foreign  parent  (or  other  member 
of  the  foreign  parent  group  (FPG))  and  (2)  by  country  of 
ultimate  beneficial  owner  (UBO).'"  Because,  for  a  given 
U.S.  affiliate,  the  country  of  its  foreign  parent  may  not  be 
the  same  as  the  country  of  its  UBO,  the  choice  of  approach 
can  have  a  significant  effect  on  the  geographical  distribu- 
tion of  the  published  data.  For  example,  for  tax  or  other 
reasons,  many  Canadian  UBO's  own  their  U.S.  affiliates 
through  holding  companies  located  in  the  Netherlands. 
Displayed  by  country  of  UBO,  data  for  these  affiliates 
would  be  recorded  opposite  Canada;  displayed  by  country 
of  foreign  parent,  they  would  be  recorded  opposite  the 
Netherlands. 

Most  of  BEA's  published  data  on  the  direct  invest- 
ment position  and  related  international  capital,  income, 
and  services  flows  are  disaggregated  by  the  coimtry  of  the 
foreign  parent  (or  other  member  of  the  FPG)  with  whom 
the  U.S.  affiliate  had  positions  or  transactions."  This 
classification  basis  is  consistent  with  U.S.  balance  of 
payments  methodology  and  international  guidelines,  both 
of  which  call  for  recording  transactions  against  the  coim- 
try of  the  foreign  person  with  whom  they  occur.  However, 
direct  investment  position  and  balance  of  payments  flow 
data  can  also  be  displayed  by  country  of  UBO,  and  in 
recent  years  a  table  showing  both  alternative  country 
classifications  of  the  direct  investment  position  and  in- 
come flows  has  been  published  in  the  August  Survey  of 
Current  Business. 

Because,  for  most  analyses  of  the  overall  operations 
of  U.S.  affiliates,  the  country  of  the  UBO — ^which  ulti- 
mately owns  or  controls  and,  therefore,  derives  the  ulti- 
mate benefits  fi^om  owning  or  controlling,  the  affiliate — 
is  considered  more  important  than  the  country  of  the 
foreignparent,BEAgenerallydisaggregatesfinancialand 
operating  databy  country  of  UBO.'^  However,  in  bench- 


'*An  affiliate's  UBO  is  that  person,  proceeding  up  the  affiliate's  ownership 
chain  beginning  with  and  including  the  foreign  parent,  that  is  not  owned 
more  than  50  percent  by  another  person. 

"Although  most  transactions  are  with  the  foreign  parent,  the  U.S.  afBliate 
may  have  debt  positions  or  transactions  with  other  members  of  the  FPG, 
some  ofwhom  may  be  in  countries  other  than  that  of  the  foreign  parent  To 
simplify  terminology,  BEA  often  indicates  that  data  are  disaggregated  "by 
country  of  foreign  parent,"  even  though  the  data  are,  in  fact,  disaggregated 
by  country  of  each  member  of  the  FPG. 

'^If  a  given  U.S.  affiliate  has  more  than  one  UBO,  all  the  dataforth  at  afBliate 
are  shown  against  the  country  of  the  UBO  having  the  largest  percentage 
ownership  interest  in  the  affiliate. 
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mark  survey  publications  and  in  annual  survey  publica- 
tions beginning  with  1988,  BEA  has  disaggregated  some 
financial  and  operating  data  by  country  of  foreign  parent, 
primarily  for  comparison  to  position  and  balance  of  pay- 
ments flow  data  that  are  classified  on  that  basis.  Note  that, 
regardless  of  how  the  data  are  disaggregated  for  piuposes 
of  publication,  BEA  has  identified  and  maintains  informa- 
tion on  the  countries  of  both  foreignparents  andUBO's  for 
all  U.S.  affiliates. 

Disaggregation  by  Industry 

BEA's  methods  of  disaggregating  its  data  by  indus- 
try reflect  the  fact  that  its  data  on  U.S.  affiliates  are 
collected  fi-om  fully  consolidated  domestic  (U.S.)  busi- 
ness enterprises.  Data  are  collected  on  a  consolidated 
basis  for  a  number  of  reasons.  Much  of  the  data — for 
example,  financial  statements  and  data  on  transactions 
with  foreign  parents — ^is  usefully  interpreted,  and  may  be 
available,  only  at  the  enterprise  level.  Moreover,  consoli- 
dated reporting  reduces  reporting  burden  and  eliminates 
the  duplication  of  intra-firm  sales  and  financial  claims  in 
the  reported  data. 

Primarily  for  industry  coding  purposes,  BEA  asks 
each  consolidated  U.  S.  business  enterprise  to  disaggregate 
its  sales  and  employment  by  BEA's  international  surveys 
industry  (ISI)  classification  codes  (roughly  equivalent  to 
three-digit  Standard  Industrial  Classification  (SIC)  codes). 
Using  the  data  on  sales,  BEA  classifies  each  affiliate  by 
primary  industry,  based  on  the  ISI  code  in  which  the 
affiliate's  sales  are  largest.  BEA  also  uses  the  sales  and 
employment  data  disaggregated  by  ISI  code  (or  "by 
industry  of  sales")  to  provide  some  industry  detail  for  U.S. 
affiliates  below  the  ftilly  consolidated  level.  On  this  basis, 
an  affiliate's  sales  and  employment  in  secondary  indus- 
tries are  shown  in  those  industries,  rather  than  wholly  in 
the  affiliate's  primary  industry. 

Disaggregation  by  State 

In  its  benchmark  and  annual  sxirveys,  BEA  asks  that 
a  few  key  items — including  employment  and  the  gross 
book  value  of  property,  plant,  and  equipment  (PPE) — be 
disaggregated  by  State.  (Beginning  with  1 987,  both  total 
and  manufacturing  employment  data  are  obtained  by 
State,  and  PPE  by  State  is  further  subdivided  into  commer- 
cial property  and  other  PPE.)  Only  a  few  items  are 
requested  by  State  because  of  the  difficulty  that  respon- 
dents have  in  providing  State  detail  within  the  consoli- 
dated enterprise.  Other  than  the  items  mentioned  above, 
BEA  does  not  obtain  information  on  the  activity  of  a  U.S. 
affiliate  in  a  particular  State,  which  may  well  differ  from 
the  industry  classification  of  the  fully  consolidated  enter- 
prise. Detailed  industry  information  at  a  State  level  is 
available  only  fi-om  the  linked  BEA-Census  and  BEA- 
BLS  establishment  data  discussed  below. 


Legal  Authority  and  Data  Access 

BEA  collects  data  on  FDIUS  under  authority  of  the 
International  Investment  and  Trade  in  Services  Survey 
Act  (P.L.  94-472,  as  amended)."  The  Survey  Act  autho- 
rizes the  conduct  of  mandatory  surveys  of  FDIUS  and 
requires  that  the  reported  data  for  individual  companies  be 
kept  confidential.  Under  the  act,  data  may  be  used  for 
analytical  and  statistical  purposes  only;  they  cannot  be 
used  for  purposes  of  taxation,  investigation,  or  regulation. 
Access  to  the  data  is  limited  to  officials  and  employees  of 
Government  agencies  specifically  designated  by  the  Presi- 
dentto  perform  functions  under  the  act.  In  addition,  under 
the  Foreign  Direct  Investment  and  International  Financial 
Data  Improvements  Act  of  1990,  the  Bureau  of  the  Census, 
Bweau  of  Labor  Statistics,  General  Accoimting  Office, 
and  Secretary  of  Commerce  (or  their  designee)  are  granted 
limited  access  to  the  data  for  certain  statistical  purposes. 

Non-Government  persons  or  entities  may  obtain 
access  to  the  data  only  in  the  capacity  of  experts,  consult- 
ants, or  contractors  whose  services  are  procured  by  BEA, 
usually  on  a  temporary  or  intermittent  basis,  for  purposes 
of  carrying  out  projects  under  the  Survey  Act — for  ex- 
ample, researchers  or  members  of  advisory  groups  who 
provide  expert  advice  or  assistance  to  BEA  or  employees 
of  private  contractors  performing  mailing,  data  process- 
ing, or  administrative  services  onbehalf  of  BEA.  All  such 
persons  or  entities  are  subject  to  the  same  confidentiality 
requirements  as  are  the  regular  employees  of  BE  A  or  other 
Government  agencies  performing  functions  under  the  Act. 

BEA  places  the  highest  priority  on  protecting  the 
integrity  of  the  confidential  company  data  it  collects, 
because  ensuring  confidentiality  is  essential  to  securing 
the  cooperation  of  respondents  and  maintaining  the  integ- 
rity of  the  data  collection  system.  While  broad  access  to 
confidential  company  data  would  jeopardize  the  integrity 
of  the  statistical  system,  these  restricted  exchanges  of 
information  and  limited  access  to  the  data  will  improve 
data  quality  and  analysis  without  compromising  that  in- 
tegrity. 

Linked  Establishment  Data 

Enterprise  baseddata  consolidate  all  ofa  company's 
plants  or  locations  into  a  single  industry — the  one  that 
accounts  for  the  largest  share  of  the  company's  activity. 
But  because  U.S.  affiliates  are  often  highly  diversified, 
they  fi"equently  have  activities  in  industries  other  than  the 
one  in  which  they  are  classified  on  this  basis. 

After  the  Foreign  Direct  Investment  and  Intema- 


"The  act,  origioally  tided  the  International  Investment  Survey  Act  of  1 976, 
was  amended  by  the  Trade  and  Tariff  Act  of  1984  (P.L.  98-573)  to  provide 
for  the  mandatory  collection  of  data  on  international  services  trade,  and  by 
the  Foreign  Direct  Investment  and  International  Financial  Data  Improve- 
menU  Act  of  1990  (P.L.  101-533)  to  facilitate  sharing  of  data  with  other 
U.S.  Government  statistical  agencies. 
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tional  Financial  Data  Improvements  Act  of  1990  was 
enacted,  BEA  and  Census  and  BEA  and  BLS  began  to 
identify  data  on  individual  foreign-owned  U.S.  establish- 
ments in  the  Census  and  BLS  data  bases.  Initial  results 
from  both  projects  were  released  in  mid- 1 992.  As  a  result, 
there  has  been  a  major  increase  in  the  detail  available  on 
foreign-owned  firms,  both  by  industry  and  location. 

Because  they  more  precisely  measure  activities  in 
particular  industries  and  are  more  detailed  than  enterprise 
data,  the  establishment  data  are  especially  useful  for 
analyzing  foreign-owned  companies'  activities  in  specific 
industries.  On  an  establishment  basis,  data  are  collected 
for  each  plant  or  location  of  an  enterprise,  and  are  classi- 
fied by  industry  according  to  the  major  activity  of  that 
plant  or  location. 

Establishment  data  also  provide  industry  informa- 
tion in  greater  detail.  In  the  BEA  data,  enterprises  are 
classified  only  at  a  level  that  roughly  approximates  the 
Standard  Industrial  Classification  (SIC)  three-digit  level, 
or  135  industries.  Because  individual  establishments  are 
less  diversified  than  enterprises,  they  can  be  meaningfully 
classified  at  a  more  detailed  level.  The  new  establishment 
data  are  classified  at  the  SIC  four-digit  level,  which 
includes  over  800  industries. 

The  establishment-level  data  also  show  much  more 
detailed  industry  data  within  individual  States  than  has 
been  available  in  the  past.  Previously,  data  by  State  were 
only  published  for  the  major  industry  divisions  and  a  few 
two-digit  industries.  Now,  the  maximiun  level  of  industry 
detail  available  by  State  is  at  the  four-digit  SIC  level. 

It  should  be  noted  that,  although  the  BEA-Census 
and  the  BEA-BLS  Imk  projects  both  provide  highly  de- 
tailed data  at  the  establishment  level,  the  data  from  the  two 
projects  differ  somewhat  in  coverage  and  classification  by 
indusfry ,  in  timing,  and  in  definition.  In  addition,  there  are 
differences  in  coverage,  definition,  measurement,  and 
classification  between  these  establishment- level  data  sets 
and  BEA's  enterprise-level  data  on  FDIUS.'" 

Data  from  the  BEA-Census  Link 

The  initial  establishment  data  on  FDIUS  from  the 
BEA-Census  link  project  cover  the  nimiber,  employment, 
payroll,  and  shipments  or  sales  of  the  establishments  of 
U.S.  affiliates  of  foreign  companies  in  1987.  The  data 
were  obtained  by  linking  BEA  company,  or  enterprise, 
level  data  on  foreign  direct  investment  with  Census  Bu- 
reau plant,  or  establishment,  level  data  for  all  U.S.  com- 
panies. In  the  link,  BEA's  enterprise- level  information  on 
foreign  ovmership  was  used  to  identify  and  create  a 
separate  data  set  for  those  establishments  in  the  Census 


'^Differences  between  the  BEA  enterprise  data  and  the  BEA-Census  link 
data  are  discussed  in  the  technical  note  to  chapter  5  of  this  report.  Similar 
differences  ejtist  between  the  BEA  enterprise  data  and  the  BEA-BLS  link 
data. 


Bureau  data — essentially,  data  from  the  Economic  Cen- 
suses and  the  County  Business  Patterns  series — that  are 
foreign-owned.  The  year  19  87  was  selected  because  it  was 
abenchmark,  or  census,  year  for  both  the  BEA  dataonU.S. 
affiliates  and  the  Census  Bureau  data  on  all  U.S.  busi- 
nesses. 

In  general,  the  Census  Bureau  data  cover  establish- 
ments with  employees  subject  to  the  Federal  Insurance 
Contributions  Act  (FICA).  Data  for  establishments  with 
employees  that  are  exempt  from  FICA,  such  as  those  in 
agricultural  production  of  crops  and  livestock  andrailroad 
fransportation,  are  excluded.  Estimates  are  provided  for 
the  50  States  and  the  District  of  Columbia. 

The  results  of  the  BEA-Census  link  project  were 
first  disseminated  in  1992.'*  An  article  analyzmg  the 
BEA-Census  link  data  for  1987  appeared  in  the  October 
1992  issue  of  the  Survey  of  Current  Business.  (See  also 
chapter  5  of  this  report.)  In  1993,  expanded  information 
will  be  published  for  1 989  and  1990  on  the  manufacturing 
establishments  of  U.S.  affiliates.  This  information  will 
include  most  of  the  items  covered  by  the  Census  Bureau's 
Annual  Survey  of  Manufactures;  among  the  major  items 
available  are  value  added,  hourly  wages  of  production 
workers,  and  capital  expenditures.  Information  on 
nonmanufacturing  establishments  will  not  be  published 
again  imtil  data  for  the  next  census  year,  1992,  become 
available. 

Data  from  the  BEA-BLS  Link 

The  methodology  employed  in  the  BEA-BLS  link 
project  was  similar  to  that  used  in  the  BEA-Census  link. 
Specifically,  data  from  the  BEA  benchmark  and  annual 
surveys  of  FDIUS  were  used  to  identify  foreign-owned 
establishments  in  the  BLS  Covered  Employment  and 
Wages  (ES-202)  Program  data  set.  Data  from  the  ES-202 
program,  which  is  a  Federal-State  cooperative  program, 
are  a  byproduct  of  State  Unemployment  Insurance  (UI) 
programs  and  are  derived  from  quarterly  tax  reports 
submitted  to  State  Employment  Sectirity  Agencies  by 
employers  subject  to  State  UI  laws  and  by  Federal  agen- 
cies subject  to  the  Unemployment  Compensation  for 
Federal  Employees  (UCFE)  program.  The  ES-202  data  set 
includes  those  employees  who  are  covered  by  UI  or  UCFE 
programs — ^about  98  percent  of  total  wage  and  salary 
civilian  employment  in  1990.  The  data  set  excludes  most 
raihoad  employees  and  several  types  of  employees  of 
entities  outside  the  business  sector  or  unlikely  to  be 


'^Differences  between  the  BEA  enterprise  data  and  the  BEA-Census  link 
data  are  discussed  in  the  technical  note  to  chapter  5  of  this  report  Similar 
differences  exist  between  the  BEA  enterprise  data  and  the  BEA-BLS  link 
data. 

"See  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis  and 
Bureau  of  the  Census,  Foreign  Direct  Investment  in  the  United  States: 
Establishment  Data  for  7P*7(Washington,  DC:  U.S.  Government  Printing 
Office,  June  1992). 
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foreign-owned.'*  Geographic  coverage  of  the  data  in- 
cludes the  50  States,  the  District  of  Columbia,  Puerto  Rico, 
and  the  Virgin  Islands;  however,  only  data  for  the  5  0  States 
and  the  District  of  Columbia  are  published.  The  data  are 
coded  by  industry  according  to  the  1987  SIC  manual. 
During  the  past  year,  BLS  establishment  data  and  BEA 
enterprise  data  for  1989  and  1990  were  linked  and  the 
linked  data  were  published  in  two  press  releases,  one  for 
each  year.'' 

Data  Collected  by  Other  Federal 
Agencies 

Although  the  BEA  enterprise  data,  supplemented  by 
the  Census  Bureau  and  BLS  establishment  data  from  the 
link  projects,  are  the  principal  U.S.  Government  sources 
of  data  on  FDIUS,  several  other  agencies  also  provide 
information  about  a  particular  aspect  of  FDIUS.  The 
following  sources  provide  data  that  are  specifically  on 
FDIUS;  data  sets  that  include  foreign-owned  firms  or 
establishments  but  do  not  separately  identify  them  are  not 
included,  nor  is  any  information  that  is  classified  and  not 
publicly  available,  even  in  aggregate  form.'* 

International  Trade  Administration 

The  International  Trade  Administration  (IT  A)  of  the 
Department  of  Commerce  compiles  information  on  spe- 
cific foreign  direct  investment  transactions  using  publicly 
available  sources,  such  as  newspapers  and  business  trade 
publications.  ITA  disseminates  this  information  by  means 
of  an  annual  publication."  The  data,  like  BEA's  data  on 
new  foreign  direct  investments,  cover  establishments  and 
acquisitions  of  U.S.  affiliates.  They  also  include  data  on 
plant  expansions,  equity  increases,  and  other  transactions 
not  specifically  identified  in  BEA's  data.  Summary  totals 
of  numbers  of  transactions  are  provided  but,  because  of  the 
diversity  of  the  transactions  included  and  lack  of  value 
information  for  some  transactions,  no  summary  totals  are 
provided  for  the  values  involved.  Because  of  its  exclusive 
use  of  publicly  available  sources,  ITA  is  able  to  list 
company  names  and  give  data  for  individual  transactions 
in  its  reports.  Transactions  are  listed  and  sorted  by  SIC 
code,  by  country  of  foreign  investor,  and  by  State. 


"The  excluded  employees  include,  in  addition  to  railroad  employees,  most 
agricultural  workers  on  small  farms,  most  domestic  workers,  most  student 
workers  at  schools,  employees  of  certain  small  nonprofit  organizations, 
most  self-employed  individuals,  and  all  unpaid  family  members. 
"See  U.S.  Department  of  Labor  press  releases  USDL  92-473  (July  29, 
1992)  and  USDL  92-663  (October  20,  1992). 

"Some  of  the  information  that  follows  was  drawn  firom  U.S.  General 
Accounting  Office,  "Federal  Data  Collection  on  Foreign  Direct  Investment 
in  the  United  SUtes,"  GAO  report  GAO/NSL\D-90-25BR  (Washington, 
DC:  October  1989). 

"The  most  recent  publication  is  U.S.  Department  of  Commerce,  Interna- 
tional Trade  Administration,  Foreign  Direct  Investment  in  the  United 
Slates:  1989  Transactions  (Washington.  DC:  June  1991). 


Department  of  Agriculture 

The  U.S.  Department  of  Agriculture  compiles  infor- 
mation on  foreign  direct  investment  in  U.S.  agricultural 
land.  The  information  provided  includes,  among  other 
variables,  the  location  of  the  land,  parcel  size,  and  method 
of  acquisition.  State-level  statistics  show  the  number  and 
share  of  foreign-owned  acres.  Information  on  the  country 
of  the  foreign  investor  is  available  at  the  county  level. 

The  Agriculture  Department  data  are  collected  un- 
der the  Agricultural  Foreign  Investment  Disclosure  Act  of 
1978.  Reporting  is  required  for  land  that  is  being  used  for 
agriculture,  forestry,  or  timber  production  or  that  was 
cultivated  within  5  years  of  the  time  of  acquisition  by  a 
foreign  person.  For  purposes  of  reporting,  "foreign  per- 
sons" include  individuals  who  are  not  U.S.  citizens, 
permanent  residents  holding  "green  cards,"  or  citizens  of 
the  Northern  Mariana  Islands  or  the  Trust  Territories  of  the 
Pacific  Islands;  foreign  persons  also  include  U.S.  corpora- 
tions that  are  owned  1 0  percent  or  more  by  a  foreign  person 
or  group  or  that  are  owned  50  percent  or  more  by  a  group 
of  foreign  persons  not  acting  in  concert.  Data  are  reported 
to  the  Agricultural  Stabilization  and  Conservation  Service 
(ASCS),  and  the  reported  data  on  individual  investments 
are  considered  public  information,  available  for  inspec- 
tion at  Federal,  State,  and  local  ASCS  offices.  The  data 
collected  are  summarized  in  publications  prepared  by 
USDA's  Economic  Research  Service. 

Department  of  Energy 

Although  it  does  not  conduct  a  formal  survey  of 
FDIUS  of  its  own,  the  Department  of  Energy  compiles 
information  on  foreign  direct  investment  in  energy-re- 
lated businesses  in  the  United  States.  The  Department 
gathers  information  from  industry  contacts  and  from  a 
variety  of  outside  sources,  including  the  Department  of 
Commerce,  company  annual  reports,  and  public  disclo- 
sures of  investment  transactions.  The  information  is 
disseminated  in  an  armual  report.  Profiles  of  Foreign 
Direct  Investment  in  U.S.  Energy.  The  report  analyzes 
foreign  direct  investment  in  U.S.  energy-related  busi- 
nesses both  in  the  context  of  the  U.S.  international  trans- 
actions accounts  and  from  a  financial  reporting  perspec- 
tive. The  report  presents  a  number  of  comparisons  that 
relate  the  transactions  and  operations  of  U.S.  affiliates  in 
energy  industries  to  total  FDIUS  and  to  the  operations  of 
all  U.S.  firms  in  these  industries. 

Department  of  Treasury 

The  major  Treasury  E>epartment  data  on  FDIUS  are 
from  the  Internal  Revenue  Service  (IRS).  The  Statistics  of 
Income  Division  (SOI)  of  the  IRS  conducts  a  number  of 
studies  dealing  with  the  activities  of  foreign  persons 
within  the  United  States.  Data  and  analysis  are  published 
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periodically  in  the  Compendium  of  Studies  of  Interna- 
tional Income  and  Taxes  and  in  the  Statistics  of  Income 
Bulletin. 

One  SOI  study,  conducted  on  an  annual  basis,  covers 
domestic  corporations  "controlled"  by  foreign  persons. 
(For  purposes  of  the  SOI  studies,  "control"  is  considered 
to  exist  if  the  foreign  person  owns  at  least  50  percent  of  the 
stock  ofthe  domestic  corporation.)  Questions  on  the  1120 
series  of  tax  forms  that  domestic  corporations  file  allow 
the  IRS  to  estimate  the  aggregate  value  of  several  data 
items  for  these  corporations,  including  total  assets,  total 
receipts,  net  income,  and  taxes.  Data  are  tabulated  by 
country  of  foreign  person  and  by  industry  ofthe  domestic 
corporation.  Because  corporate  tax  returns  of  foreign 
corporations'  U.S.  subsidiaries  are  generally  filed  with  the 
IRS  at  a  much  more  deconsolidated  level  than  is  true  of 
U.S.  affiliates'  reports  to  BEA  and  because  of  other 
differences,  such  as  in  timing  and  in  the  foreign  ownership 
cutoffs  used  for  reporting,  the  IRS  data  on  domestic 
corporations  controlled  by  foreign  persons  cannot  readily 
be  compared  with  the  BEA  data  on  FDIUS.  This  is 
particularly  true  of  items,  such  as  assets  and  sales,  for 
which  intra-company  transactions  and  positions  are  sig- 
nificant. Such  items  maybe  duplicated  in  the  IRS  data,  but 
not  in  the  more  consolidated  BEA  data. 

Another  IRS  study  that  uses  tax  returns  covers 
foreign  corporations  with  income  from  the  conduct  of 
unincorporated  businesses  in  the  United  States.  Total 
receipts,  net  income,  and  total  U.S.  income  tax  after  tax 
credits  are  a  few  of  the  data  items  estimated.  Data  are 
tabulated  by  country  of  foreign  corporation  and  by  indus- 
try ofthe  U.S.  business. 

A  third  SOI  study  directly  related  to  FDIUS  covers 
transactions  with  related  foreign  persons  by  (1)  foreign 
controlled  domestic  corporations  and  (2)  unincorporated 
U.S.  operations  of  foreign  corporations  (Form  5472). 
Foreign-controlled  domestic  corporations  and  the  foreign 
corporations'  unincorporated  U.S.  operations  file  a  form 
for  each  related  foreign  person  with  which  they  have 
certain  transactions.  Data  are  tabulated  by  country  ofthe 
related  foreign  person  and  by  industry  of  the  foreign- 
controlled  domestic  corporation  or  of  the  foreign 
corporation's  imincorporated  U.S.  operation. 

Federal  Reserve  System 

The  Federal  Reserve  System  collects  a  substantial 
amount  of  information  associated  with  the  U.  S .  operations 
of  foreign  banks.  These  operations  may  take  various 
organizational  forms,  including  subsidiaries,  branches, 
and  agencies.  Some  aggregate  data  on  them  are  published 
in  the  Federal  Reserve  Bulletin  and  the  Annual  Statistical 
Digest.  Some  additional  unpublished  aggregate  data  and 
listings  of  individual  bank  data  are  also  available  upon 
request.  Data  provided  by  the  Federal  Reserve  System 
incorporate  certain  information  on  Federally-licensed  U.  S . 


branches  of  foreign  banks  that  is  collected  by  the  Comp- 
troller ofthe  Currency. 

One  ofthe  Federal  Reserve  sources  of  information 
on  FDIUS  is  the  Annual  Report  of  Foreign  Banking 
Organizations.  This  report  includes  financial  statements 
of  subsidiaries,  branches,  and  agencies  of  foreign  banking 
organizations  operating  in  the  United  States.  The  Federal 
Reserve  System  also  collects  data  on  quarterly  reports 
filed  by  the  U.S.  offices  of  foreign  banks. 

Other  Federal  Agencies 

Although  the  SEC  does  not  maintain  any  statistics 
specifically  on  FDIUS,  the  extent  of  foreign  ownership  of 
a  given  publicly  held  firm  can  at  times  be  ascertained 
through  the  disclosure  forms  filed  with  the  SEC  by  the  firm 
and  its  shareholders.  This  information  is  available  to  the 
public,  but  at  this  time  can  only  be  obtained  by  examining 
the  filings  of  each  company  separately. 

Several  other  Federal  agencies  collect  information 
that  is  in  some  way  related  to  FDIUS,  although  ownership 
and  other  requirements  for  reporting  may  vary.  Such 
collection  usually  is  limited  by  specific  regulatory  re- 
quirements and  typically  is  not  organized  to  allow  system- 
atic analysis  of  FDIUS.  The  Federal  Communications 
Commission  collects  information  on  foreign  investment 
fi-om  parties  applying  for  communications  licenses  and 
authorizations,  but  it  can  only  be  obtained  by  examining 
individual  filings.  The  Federal  Deposit  Insurance  Corpo- 
ration maintains  information  on  individual  filings  of  fi- 
nancial and  operating  data  of  certain  FDIC-insured  State 
banks,  including  information  on  the  country  of  citizenship 
of  holders  of  5  percent  or  more  ofthe  equity;  this  informa- 
tion is  publicly  available,  but  aggregate  data  compiled  on 
the  basis  of  foreign  ownership  are  not.^"  Also,  the  pub- 
lished results  of  an  annual  FDIC  survey  on  deposits  held 
by  FDIC-insured  banks  show  data  for  individual  domestic 
(U.S.)  branches  of  foreign  banks. 

Some  agencies  are  unable  to  reveal  information 
about  individual  filings  and  also  do  not  publish  statistical 
aggregates.  The  Federal  Trade  Commission  and  the 
Department  of  Justice  collect  some  information  on  foreign 
investment  as  part  ofthe  examination  of  potential  antitrust 
cases  involving  mergers  and  acquisitions,  but  information 
contained  in  the  filings  is  held  confidential.  Notifications 
are  filed  with  the  Committee  on  Foreign  Investment  in  the 
United  States,  chaired  by  the  Treasiuy  Department,  on 
foreign  firms'  proposed  mergers,  acquisitions,  and  take- 
overs that  may  have  national  security  implications;  while 
these  notifications  pertain  directly  to  FDIUS,  they  too  are 
held  confidential  and  are  not  disseminated  to  the  public, 
even  in  aggregate  form. 


^"These  data  cover  banks  that  have  500  or  mote  shareholders,  have  assets 
of  more  than  $1  million,  and  do  not  belong  to  the  Federal  Reserve  System. 
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APPENDIX  A 


Glossary  of  Foreign  Direct  Investment 
Terms 


Following  are  important  terms  describing  foreign  direct 
investment  and  the  operation  of  foreign-owned  affiliates 
in  the  United  States  as  used  in  this  report  and  by  the  U.S. 
Department  of  Commerce,  Bureau  of  Economic  Analysis 
(BEA). 

Benchmark  year 

The  year  for  which  BEA  conducts  a  benchmark 
survey,  or  census,  of  foreign  direct  investment  in  the 
United  States.  Benchmark  surveys  are  normally  taken 
once  every  five  years.  They  are  BEA's  most  comprehen- 
sive surveys  of  FDI,  both  m  terms  of  the  amount  of  detail 
collected  and  number  of  firms  covered.  They  are  designed 
to  coverthe  universe  of  U.S.  affiliates  in  value  terms.  For 
example,  in  the  1987  benchmark  survey,  all  U.S.  affiliates 
of  foreign  persons  were  required  to  report  operating, 
financial,  balance  of  payments,  and  direct  investment 
position  data  if  the  affiliate's  total  assets,  sales,  or  net 
income  were  at  least  $1  million  or  if  the  affiliate  owned 
200  or  more  acres  of  U.S.  land. 

Although  the  affiliates  required  to  report  account  for 
only  66  percent  of  the  total  number  of  affiliates  in  the 
universe,  they  accounted  for  99.0  percent  of  the  assets, 
99.9  percent  of  the  sales,  1 00.7  percent  of  the  net  income, 
and96.3  percent  of  the  acres  ofU.S.  land  owned  by  all  U.S. 
affiliates.  (The percentage fornetincome exceeded  1 00.0 
percent  because  exempt  affiliates  had,  in  the  aggregate,  a 
net  loss  for  the  year.) 

BEA's  quarterly  and  annual  direct  investment  sur- 
veys are  less  comprehensive  and  cover  only  a  sample  of 
companies.  Reporting  in  the  annual  survey  is  limited  to 
affiliates  with  more  than  $  1 0  million  in  total  assets,  sales, 
or  net  income  (positive  or  negative),  and  fewer  operating 
and  financial  details  are  required.  Reporting  in  the 
quarterly  survey  is  limited  to  affiliates  with  more  than  $20 
million  in  assets,  sales,  or  net  income.  Data  from  the 
sample  surveys  are  linked  to  data  from  the  most  recent 
benchmark  survey  and,  for  most  items,  are  expanded  to 
universe  levels. 

In  order  to  promote  consistency  and  comparability 
between  the  enterprise  data  collected  by  BEA  and  the 
establishment  data  collected  by  the  Census  Bureau  and  to 
enhance  their  analytical  usefulness,  the  timing  of  bench- 
mark surveys  of  foreign  direct  investment  in  the  United 


States  has  been  shifted  to  coincide  with  the  economic 
censuses  conducted  by  the  Census  Bureau;  the  fu"st  such 
year  was  1987. 

Enterprise  and  Establishment 

The  data  reported  to  BEA  by  U.S.  affiliates  are  for 
the  fully  consolidated  affiliate  enterprise.  In  many  in- 
stances, an  affiliate  will  comprise  two  or  more  establish- 
ments or  plants.  Data  reported  to  some  other  agencies  on 
the  operations  of  U.S.  companies  may  be  for  the  opera- 
tions of  individual  establishments  within  the  enterprise. 

For  1987,  BEA  and  the  Census  Bureau  have  ob- 
tained establishment  data  for  U.S.  affiliates  by  linking 
BEA  company-,  or  enterprise-,  level  data  on  foreign  direct 
investment  with  the  Census  Bureau  plant-,  or  establish- 
ment-, level  data  for  all  U.  S.  companies.  BEA's  data  have 
also  been  linked  with  Bureau  of  Labor  Statistics  plant-,  or 
establishment-,  level  data  for  all  companies  for  1989  and 
1990. 

BEA's  enterprise  data  are  needed  for  analyzing  the 
overall  significance  of,  and  trends  in,  direct  investment 
and  for  compiling  the  U.S.  international  transactions 
accounts,  the  international  investment  position  of  the 
United  States,  and  the  U.S.  national  income  and  product 
accounts.  The  establishment  data  are  needed  for  analyz- 
ing the  activities  and  importance  of  U.S.  affiliates  in 
specific  industries. 

Foreign  Direct  Investment  in  the  United 
States  (FDIUS) 

Foreign  investment  in  an  enterprise  in  the  United 
States  is  classified  as  foreign  direct  investment  when 
ownership  or  control,  directly  or  indirectly,  by  a  foreign 
person  amounts  to  10  percent  or  more  of  the  voting 
securities  of  an  incorporated  U.S.  business  enterprise,  or 
an  equivalent  interest  in  an  unincorporated  U.S.  business 
enterprise.  Such  an  enterprise  is  referred  to  as  a  foreign- 
owned  U.S.  affiliate. 

The  flows  of  FDI  during  a  given  period  are  recorded 
in  the  U.S.  balance-of-payments  capital  account,  and  the 
accumulated  stock  of  FDI  is  recorded  in  tlie  U.S.  interna- 
tional investment  position  at  the  end  of  agiven  period.  FDI 
capital  flows  cover  investment  in  both  new  and  existing 
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U.  S.  affiliates  by  their  foreign  parents  and  other  members 
of  their  foreign  parent  groups  (see  definition  below). 

Like  other  items  in  the  balance  of  payments,  direct 
investment  capital  flows  may  not  always  reflect  actual 
flows  of  funds  across  national  borders.  For  example, 
foreign  parents'  shares  of  the  affiliates'  reinvested  earn- 
ings are  included  as  a  direct  investment  capital  inflow, 
with  an  offsetting  amount  recorded  as  an  income  payment 
(outflow)in  the  current  accoimt,  even  though  the  funds 
never  actually  crossed  national  borders. 

FDI  positions  are  generally  smaller  than  the  total 
assets  of  U.S.  affiliates,  because  they  only  cover  positions 
held  by  foreign  parents  and  other  members  of  the  foreign 
parent  group,  rather  than  the  total  assets  held  by  all 
investors  in  the  affiliate,  including  U.S.  residents.  For 
example,  xmlike  the  FDI  position  in  an  affiliate,  which 
equals  the  sum  of  the  foreign  parent  group's  equity  m,  and 
net  outstanding  loans  to,  its  U.S.  affiliate,  the  U.S. 
affiliate's  total  assets  are  equal  to  the  sum  of  (1)  total 
owners'  equity  in  the  affiliate  held  both  by  members  of  the 
foreign  parent  group  and  by  all  other  U.S.  persons,  and  (2) 
total  liabilities  owed  by  the  affiliate  both  to  members  of 
the  foreign  parent  group  and  to  all  U.S.  persons. 

Outlays  for  new  foreign  direct  investments  m  the 
United  States  consist  of  outlays  to  acquire  or  establish  U.  S. 
affiliates,  regardless  of  whether  the  invested  funds  are 
raised  in  the  United  States  or  abroad.  If  the  funds  are  raised 
in  the  United  States,  no  capital  inflow  occurs.  If  the  funds 
are  raised  abroad  by  a  member  of  the  foreign  parent  group 
and  used  to  finance  the  U.S.  acquisition  or  establishment 
of  an  affiliate,  a  direct  investment  capital  inflow  occurs. 

Foreign-Owned  Affiliate  in  the  U.S. 

A  business  in  the  United  States  in  which  there  is 
sufficient  foreign  investment  to  be  classified  as  direct 
foreign  investment.  To  determine  fully  the  foreign  owners 
of  a  U.S.  affiliate,  three  entities  must  be  identified:  the 
foreign  parent,  the  ultimate  beneficial  owner,  and  the 
foreign  parent  group.  All  of  these  entities  are  "persons" 
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in  the  broad  sense :  thus,  they  may  be  individuals ;  busine  ss 
enterprises;  governments;  religious,  charitable,  and  other 
nonprofit  organizations;  estates  and  trusts;  and  associated 
groups. 

A  U.S.  affiliate  may  have  an  ultimate  beneficial 
owner  (UBO)  that  is  not  the  unmediate  foreign  parent; 
moreover,  the  affiliate  may  have  several  ownership  chains 
above  it,  if  it  is  owned  at  least  1 0  percent  by  more  than  one 
foreign  person.  In  such  cases,  the  affiliate  may  have  more 
than  one  foreign  parent,  UBO,  and  foreign  parent  group. 

Foreign  Parent 

The  first  foreign  person  outside  the  United  States  in 
an  affiliate '  s  ownership  chain  that  has  direct  investment  in 
the  affiliate. 

Foreign  Parent  Group  (FPG) 

In  many  cases,  a  U.S.  affiliate  is  only  one  unit  in  a 
global  network  of  corporate  affiliations.  Thus,  a  U.S. 
affiliate  may  have  a  foreign  parent  who,  in  turn,  is  owned 
by  a  direct  investor  of  a  third  coimtry  or  who  has  affiliates 
in  other  countries. 

The  foreign  parent  group  consists  of  (1)  the  foreign 
parent,  (2)  any  foreign  person,  proceeding  up  the  foreign 
parent's  ownership  chain,  that  owns  more  than  50  percent 
of  the  person  below  it,  up  to  and  including  the  UBO,  and 
(3)  any  foreign  person,  proceeding  down  the  ownership 
chain(s)  of  each  of  these  members,  that  is  owned  more  than 
50  percent  by  the  person  above  it.  In  the  U.S.  balance  of 
payments,  transactions  of  U.S.  affiliates  with  all  members 
of  the  FPG,  not  only  transactions  with  foreign  parents,  are 
shown  as  transactions  with  "affiliated"  foreigners.  Also, 
equity  and  debt  positions  in  the  affiliate  held  by  all 
members  of  the  foreign  parent  group  are  included  in  the 
foreign  direct  investment  position  in  the  United  States. 

The  following  diagram  illustrates  relationships  and 
transactions  that  could  occur  between  a  U.S.  affiliate  and 
members  of  the  FPG.  Company  A  is  a  U.S.  chemical 
company  owned  5  0  percent  by  Company  B ,  a  Netherlands 
finance  affiliate,  which  is  owned  1 00  percent  by  Company 
C,  a  French  manufacturing  company.  No  single  investor 
has  more  than  50  percent  ownership  of  Company  C.  Like 
Company  B,  Company  D,  a  British  company,  is  owned 
100  percent  by  Company  C.  Therefore,  Company  A's 
foreign  parent  is  Company  B;  Company  A's  UBO  is 
Company  C.  Company  A's  FPG  consists  of  Companies 
B,C,  and  D.  Company  D  is  in  the  FPG  because,  even 
though  it  does  not  have  an  ownership  interest  in  the  U.S. 
affiliate,  it  is  more  than  50  percent  owned  by  Company  C, 
the  UBO. 

If  Company  A  receives  a  loan  from  Company  D,  the 
transaction  would  be  treated  as  a  direct  investment  trans- 
action in  the  balance  of  payments  accounts,  because 
Company  D  is  part  of  the  FPG.    The  flow  would  be 
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recorded  as  an  intercompany  debt  inflow  from  the  United 
Kingdom. 

If  Company  A  pays  dividends  to  Company  B,  the 
transaction  would  be  recorded  as  a  direct  investment 
income  payment  between  the  United  States  and  the  Neth- 
erlands in  the  U.S.  balance  of  payments  because  the 
dividends  are  paid  directly  to  the  foreign  parent  (not  the 
UBO).  If  the  Netherlands  company  (Company  B)  then 
passes  on  the  dividend  to  the  French  UBO  (Company  C), 
this  transaction  would  not  be  a  U.S.-to-foreign  transac- 
tion; it  is  a  foreign-to- foreign  transaction  and  as  such  is  not 
recorded  in  the  U.S.  balance  of  payments.  (It  would, 
however,  be  recorded  in  the  balance  of  payments  accounts 
of  France  and  the  Netherlands). 

The  direct  investment  position  of  both  Company  B 
and  Company  D  are  equal  to  the  book  value  of  their 
cumulative  debt  or  equity  transactions  with  Company  A 
over  time,  and  are  calculated  at  yearend.  For  Company  B, 
the  position  is  equal  to  its  equity  (including  reinvested 
earnings)  in  Company  A  plus  any  net  outstanding  loans  by 
it  to  Company  A.  Company  D  has  an  investment  position 
with  Company  A  equal  to  the  remaining  balance  of  the 
loan.  The  position  of  Company  C  in  Company  A  is  zero 
because  it  has  no  direct  equity  interest  in  Company  A  and 
has  made  no  loans  to  Company  A. 

Industry  of  Affiliate 

Data  on  the  operations  of  U.S.  affiliates  owned  by 
foreign  investors  are  classified  in  BEA  data  both  in  terms 
of  the  "industry  of  affiliate"  and  the  "industry  of  sales". 

Classification  of  an  affiliate  by  "industry  of  affili- 
ate" is  based  on  a  three-stage  procediu-e:  First,  the  major 
industry  group  accounting  for  the  largest  percentage  of  its 
sales  is  determined.  The  major  industry  goups  are:  (a) 


agriculture,  forestry,  and  fishing,  (b)  mining,  (c)  petro- 
leum, (d)  construction,  (e)  manufacturing,  (f)  transporta- 
tion, communication,  and  public  utilities,  (g)  wholesale 
trade,  (h)  retail  trade,  (i)  finance,  insurance,  and  real 
estate,  and  (j)  services.  Second,  within  the  group  the  two- 
digit  International  Surveys  Industry  (ISI)  in  which  sales 
are  largest  is  determined.  Third,  within  the  two-digit 
industry  the  three-digit  ISI  industry  in  which  sales  are 
largest  is  determined.  This  procedure  is  designed  to  avoid 
assigning  an  affiliate  to  a  two-digit  subindustry  that  is 
outside  its  major  industry,  or  a  three-digit  subindustry 
outside  its  two-digit  industry. 

When  classified  by  "industry  of  sales,"  affiliate 
sales  and  employment  data  are  shown  not  only  for  the 
affiliate's  primary  industry,  but  also  for  its  associated 
secondary  industries.  This  classification  method  roughly 
approximates  the  distribution  that  would  result  if  the  data 
were  reported  and  classified  by  industry  of  establishment. 

Nonbank  Affiliate 

An  affiliate  classified  in  an  industry  other  than 
banking  in  the  ISI  coding  system. 

Ultimate  Beneficial  Owner  (UBO)  of  an 
Affiliate 

The  "person"  proceeding  up  the  U.S.  affiliate's 
ownership  chain,  beginning  with  and  including  the  foreign 
parent,  that  is  not  owned  more  than  50  percent  by  another 
person.  The  UBO  consists  only  of  the  ultimate  owner; 
otheraffiliatedpersons  are  excluded.  If  the  foreign  parent 
is  not  owned  more  than  50  percent  by  another  person,  the 
foreign  parent  and  the  UBO  are  the  same.  The  UBO, 
unlike  a  foreign  parent,  may  be  a  U.S.  person. 
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APPENDIX  B 


Survey  of  the  Analytical  Literature  on 
Foreign  Direct  Investment  in  the 
United  States,  1987-1992 

by  John  R.  Farra"^ 


The  following  is  a  descriptive  survey  of  selected  literature 
published  since  1987  that  analyzes  the  economic  issues 
relating  to  foreign  direct  investment  in  the  United  States 
(FDIUS)  and  a  more  extensive  list  of  references  on  this 
subject.  The  survey  does  not  include  the  large  number  of 
articles  published  in  the  monthly  Survey  of  Current  Busi- 
ness by  the  Department  of  Commerce's  Bureau  of  Eco- 
nomic Analysis,  and  reports  by  the  Department's  Interna- 
tional Trade  Administration.  This  survey  is  not  intended 
to  reflect  U.S.  Department  of  Commerce  policy. 

The  survey  is  organized  in  terms  of  the  main  analyti- 
cal issues  relating  to  FDIUS  in  this  field  and  the  principal 
authors  writing  on  them.  Pertinent  issues  on  which  no 
material  was  found  are  so  noted.  References  to  authors  are 
by  last  name  and  year  of  publication.  A  list  of  references 
with  full  citations  is  attached. 

The  discussion  is  organized  into  four  sections.  The 
first  section  focuses  on  the  issues  relating  to  the  effects  of 
FDIUS  on  the  U.S.  economy  in  the  areas  of  technology, 
trade,  and  employment.  The  second  section  addresses 
issues  relating  to  the  motives  for,  and  determinants  of, 
FDIUS.  The  third  section  examines  issues  relating  to 
regulation  of  FDIUS.  The  final  section  examines  issues 
relating  to  FDIUS  in  three  specific  industries—autos,  real 
estate,  and  banking.  The  following  lists  some  of  the  most 
apparent  issues  covered  in  each  of  the  survey  sections. 

I.  Motives  for  FDIUS 

A.  U.S.  Market 

1.  Large  size  of  the  U.S.  market. 

B.  Trade  Barriers 

1.  Magnitude  of  trade  barriers  as  FDIUS  motive. 

2.  FDIUS  to  preserve  or  increase  market  share. 

3.  Characteristics  of  FDIUS  taken  in  response  to 

trade  barriers. 

C.  Taxation 

1.  Effect  on  rate  of  return  of  FDIUS. 

2.  Tax  rates  that  attract  FDIUS. 
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3.  Significance  of  tax  rates  attracting  FDIUS. 
D.  Exchange  Rates 

1.  Effects  of  exchange  rate  fluctuations  on  FDIUS. 

2.  Effects  of  exchange  rate  risk  on  FDIUS. 

II.  Restrictions  on  FDIUS 

A.  Threat  to  economic  security 

1 .  Effect  of  FDIUS  on  economic  sovereignty. 

2.  Economic  stability  brought  by  FDIUS. 

B.  Threat  to  Military  Security 

1.  FDIUS  technology  controls  for  U.S.  military 

security. 

2.  Government  regulation  of  FDIUS  in  defense 

industry. 

III.  Effects  on  the  U.S.  Economy 

A.  Technology  Transfer 

1.  FDIUS  causes  technology  outflow. 

2.  FDIUS  causes  technology  inflow. 

3.  Japanese  FDIUS  creates  technology  inflow. 

4.  Organizational  and  management  skills  inflow. 

B.  Trade  Balance 

1.  Does  FDIUS  effect  the  U.S.  trade  balance  level? 

2.  Input  sourcing  and  internationalization  of  the 
production  process. 

3.  The  effect  of  foreign  acquisitions  on  trade  bal- 

ance. 

4.  Does  it  matter? 

C.  Employment 

1.  Effects  of  FDIUS  on  employment  level. 

2.  FDIUS  effects  on  job  quality. 

3.  Relationship  between  FDIUS  and  unions. 

IV.  Specific  Industries 

A.  Automobiles 

1.  Effect  of  VERS  on  FDIUS. 

2.  Domestic  content  debate. 

3.  FDIUS  in  the  auto  parts  industry. 

B.  Real  Estate 

1.  Attraction  of  U.S.  real  estate. 

2.  Effects  of  FDIUS  on  real  estate  market. 

C.  Banking 

1 .  Clientele  of  foreign-owned  U.S.  banks. 

2.  Cost  of  capital  as  motive. 
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I.  Motives  for  FDIUS 

According  to  Horstmann  and  Markusen  (1989),  it  is 
widely  held  thatthe  general  motivation  for  FDI  is  based  on 
the  theory  of  the  multinational  enterprise  and  the  "firm- 
specific  asset."  They  liken  the  "firm  specific  asset"  to  a 
public  good  which  multinationals  can  costlessly  supply  to 
additional  plants,  leading  to  the  efficiency  of  multi-plant 
production.  Foreign  direct  investment  consists  of  supply- 
ing these  "firm  specific  assets"  to  foreign  operations  in 
exchange  for  repatriated  earnings. 

The  literature  also  frequently  discusses  more 
specific  motives  for  foreign  firms  to  engage  in  FDIUS. 
Often,  their  decision  is  not  influenced  by  just  one  factor, 
but  is  based  on  a  synthesis  of  several  factors.  For  earlier 
and  broader  sources  on  FDI  motives,  see  Appendix  F  in  the 
International  Trade  Administration's  International  Direct 
Investment:  Global  Trends  and  the  U.S.  Role  (1988). 

A.  The  U.S.  Market 

Several  key  aspects  of  the  U.S.  market  attract  FDI. 
Anderson  (1988)  simis  them  up  in  one  sentence:  "the 
United  States  has  a  very  large  and  growing  market,  a  stable 
economy,  a  strong  commitment  to  free  enterprise  and 
private  property  rights,  military  security,  excellent  capital 
markets,  freedom  for  foreign  owners  to  repatriate  their 
capital  earnings,  and  ample  supplies  of  skilled  labor  and 
raw  materials." 

Chemotsky  (1987)  emphasizes  the  importance  of 
investing  in  the  U.S.  market  to  Japan.  Japan  already  relied 
upontheU.S.  formore  than  one-fourth  of  its  exports.  With 
Japan's  deteriorating  labor  market  and  high  labor  costs 
relative  to  those  in  the  United  States,  FDIUS  equalizes 
production  costs  and  enables  Japan  to  maintain  accessibil- 
ity to,  and  competitiveness  in,  the  U.S.  market.  The  same 
argiunent  can  be  made  for  European  firms  investing  here. 

Yoshida  (1987)  also  explains  the  benefits  to  Japa- 
nese firms  of  accessing  the  U.S.  market  through  FDIUS 
rather  than  through  trade.  For  large  firms,  manufacturing 
in  the  United  States  offers  new  flexibility,  and  efficiency, 
in  directly  transferring  their  products,  processes  and  man- 
agement technologies  to  subsidiaries.  For  smaller  firms, 
U.S.  operations  facilitate  the  flow  of  goods  to  the  U.S. 
market,  helping  to  increase  market  presence. 

For  both  the  small  or  large  firm,  Yoshida  also  points 
to  locational  advantages  of  FDIUS  that  are  essential  for 
expanding  market  share.  The  main  advantage  is  closer 
customer  relations  that  facilitate  the  quick  direct  market 
stimuli  to  product  and  technology  development  necessary 
to  service  the  constantly  changing  needs  of  customers. 
This  attention  to  customer  needs  cannot  be  as  readily 
accomplished  through  exports  to  the  U.S.  market. 


B.  Trade  Barriers 

Anderson  r  1988^  and  Salvatorer  1991)  point  out  that 
trade  barriers  are  effective  means  to  exclude  foreign- 
produced  goods  and  services  from  a  domestic  market. 
Thus,  FDIUS  is  a  means  for  a  multinational  to  circumvent 
these  barriers  in  an  effort  to  preserve  market  share .  Yoshida 

(1987)  finds,  in  a  statistical  analysis  of  Japanese  FDIUS, 
that  trade  barriers  do  play  a  major  role  in  the  decision  to 
invest  abroad.  Other  researchers,  for  instance  Ray  ( 1 99 1 ), 
find  no  consistent  evidence  that  FDIUS  is  related  to 
existing  protectionist  measures  faced  by  foreign  produc- 
ers. 

Bhagwati,  Dinopoulos,  and  Wong  (1992)  focus  on 
a  second  form  of  FDIUS  which  they  call  "quid  pro  quo" 
investment.  This  form  of  FDIUS  differs  from  the  "defen- 
sive" FDIUS  referred  to  by  Salvatore  and  Anderson  in  that 
it  is  2i prohibitive  measure  to  avert  protectionist  sentiment 
or  backlash  rather  than  a  reactionary  measure  to  preserve 
market  share.  Bhagwati.  Dinopoulos,  and  Wong  depict 
this  "quid  pro  quo"  FDIUS  as  "overinvesting"  in  one 
period  so  as  to  maximize  profits  in  subsequent  periods. 

Gittelman  and  Dunning  (1992)  point  out  that  where 
FDIUS  is  used  to  coimter  trade  barriers  and  to  maintain 
pre-existing  market  shares,  it  is  likely  to  be  concentrated 
in  sectors  where  foreign  firms  already  have  strong  com- 
petitive advantages  to  produce  at  home.  There  is  httle 
incentive  in  such  instances  for  parent  firms  to  engage  in 
joint  ventures  or  acquire  existing  assets.  Rather,  their 
typical  investments  are  green-field  "screwdriver"  facto- 
ries which  depend  on  the  parent  company  for  decision- 
making, inputs,  and  specifications.  Gittelman  and  Dun- 
ning find  that  the  experience  of  Japan  in  the  early  1980's 
supported  their  thesis. 

Salvatore  (199 1)  also  finds  a  significant  correlation 
between  increases  in  the  niunber  of  U.S.  non- tariff-barri- 
ers and  increased  inflow  of  FDI  in  U.S.  manufactiu-ing. 

C.  Taxation 

A  number  of  important  FDI  issues  involve  the 
relation  between  the  U.S.  tax  structure  and  the  amount  of 
FDIUS.  Qtt  (1989)  points  out  that  relatively  higher  rates 
of  returns  in  the  United  States  than  in  other  countries  is  a 
significant  determinant  of  FDIUS.  Tolchin  and  Tolchin 

(1988)  and  Makin  (1988)  echoes  this  sentiment,  stressing 
the  importance  of  profits  in  the  foreign  investment  deci- 
sion. 

Tax  rates  are  a  major  factor  in  determining  after-tax 
rates  of  return.  In  support  of  Makin's  and  the  Tolchins' 
point,  Qtl  cites  Poole's  reference  to  Europe's  high  mar- 
ginal tax  rates  as  incentive  for  shifting  production  from 
Europe  to  the  United  States. 
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Nevertheless,  the  literature  is  xmclear  on  the  extent 
that  differences  in  national  tax  rates  affect  FDIUS.  Young 
(1988)  uses  an  econometric  model  to  estimate  the  effects 
of  U.S.  domestic  taxes  on  rates  of  return  and,  thus,  on 
FDIUS.  He  follows  Hartman's  differentiation  between 
"mature"  firms  and  "immature"  firms.  He  argues  that 
"mature"  firms  have  a  sufficient  amoimt  of  retained 
earnings  to  meet  their  investment  needs,  whereas  "imma- 
tiu-e"  firms  must  generate  capital  through  increases  in 
equity  or  intercompany  loans  to  fund  their  foreign  invest- 
ment. Thus,  "immature  firms"  must,  in  effect,  transfer 
new  funds  to  their  affiliate  to  initiate  their  FDIUS  and, 
therefore,  must  consider  both  their  home  coimtry  tax  and 
the  U.S.  taxes  applicable  to  U.S.-source  income  in  case 
they  repatriate  their  earnings  in  the  near  future,  whereas 
these  taxes  play  no  role  in  the  "mature"  firm's  decision  to 
invest. 

Young  finds  that  FDIUS  by  "mature"  firms  is 
sensitive  to  changes  in  taxes  while  FDIUS  by  "immature" 
firms  is  not.  He  also  concludes  that  the  welfare  effect  of 
tax  changes  is  moderate  because  tax  revenue  derived  from 
FDIUS  is  relatively  insensitive  to  the  tax  rate  on  foreign- 
ers. 

Murthy  (1988)  refutes  Young's  findings.  Using  the 
same  formula  as  Young.  Murthy  finds  that  FDIUS  by 
"immature"  firms  is  clearly  sensitive  to  the  tax  rate,  and 
FDIUS  by  "mature"  firms  is  significantly  more  sensitive 
to  U.S.  tax  rates  than  Young  found.  Moreover,  Murthy 
concludes  that  the  welfare  loss  from  a  tax  increase  on 
FDIUS  is  much  more  significant  than  Yoimg  estimates. 

Some  researchers,  such  as  Scholes  and  Wolfson 
(1990),  argue  that  the  1986  Tax  Reform  Act  provided  a 
strong  incentive  for  FDIUS  by  decreasing  the  relative  tax 
liability  of  foreign  firms  compared  withU.S.-owned  firms. 
Alan  Auerbach  and  Kevin  Hassett  ( 1 99 1 ) ,  however,  claim 
that  the  distinct  treatment  of  takeovers  by  the  1986  Tax 
Reform  Act  refutes  the  relationship  between  FDIUS  and 
the  1986  Tax  Reform  Act  that  Scholes  and  Wolfson 
theorize. 


D.  Effect  of  Exchange  Rate  Fluctuations  on 
FDIUS 

Froot  and  Stein  (1991)  argues  against  the  premise 
that  there  is  no  relationship  between  exchange  rate  changes 
or  levels  and  FDI.  That  premise  assumes  a  high  level  of 
capital  mobility  that  allows  investors  to  borrow  at  the 
same  opportunity  cost  and,  therefore,  with  the  same 
purchasing  power  to  acquire  or  establish  affiliates  in  a 
given  coimtry.  Thus,  an  appreciation  of  the  yen  gives  no 
purchasing  power  advantage  to  Japanese  investors  in  the 
U.S.  market. 

However,  Froot  and  Stein  argue  to  the  contrary  that 
exchange  rate  changes  have  a  wealth  effect  that  shifts  the 
demand  for  investment.  They  show  that  a  depreciation  of 


the  dollar  increases  the  relative  wealth  of  foreign  investors 
and  their  demand  to  invest  abroad.  Depreciation  of  the 
dollar  allows  foreign  investors  to  outbid  American  inves- 
tors, making  the  exchange  rate  a  major  determinant  of 
FDI.  David  Cushman  (1988)  finds  empirical  evidence  to 
support  Froot  and  Stein. 

Several  other  authors  also  support  the  argimient  that 
exchange  rates  affect  FDIUS.  Yoshida  (1987)  finds  that 
the  appreciation  of  the  yen  lowered  initial  capital  require- 
ments and  production  costs  of  Japanese  firms  relative  to 
U.S.  firms.  These  shifts,  in  turn,  influenced  both  the 
decision  to  invest  in  America,  as  well  as  the  allocation  of 
production  between  Japanese  and  American  plants. 

Gittelman  and  Planning  (1992)  find  that  apprecia- 
tion of  the  yen  in  1985  significantly  undermined  Japan's 
ability  to  export  to  the  United  States.  They  conclude, 
therefore,  that  their  only  option  to  preserve  market  share 
was  to  shift  to  a  FDIUS  strategy. 

Anderson  (1988)  concentrates  on  the  effects  of  the 
exchange  rate  on  wages.  He  notes  that  the  depreciation  of 
the  dollar  smce  1985  has  lowered  U.S.  wage  rates  relative 
to  foreign  wage  rates.  This  movement  made  it  more 
difficult  for  foreign  produced  goods  to  be  competitive  in 
America,  lending  increased  incentive  for  FDI  in  the  U.S. 

In  their  study  of  the  foreign  banking  presence  in  the 
United  States,  Hultman  and  McGee  (1989)  also  find  a 
strong  correlation  between  dollar  exchange  rate  fluctua- 
tions and  FDIUS.  They  find,  however,  that  in  the  banking 
industry  the  correlation  between  the  two  was  strongly 
positive  as  opposed  to  the  usually  inverse  relationship. 
They  conclude  that  this  reflects  the  imique  concern  of 
foreign  investors  in  the  banking  industry  with  future 
profits  anticipated  through  appreciation  of  dollar  denomi- 
nated assets  instead  of  the  initial  U.S.  capital  cost  of 
acquiring  a  U.S.  affiliate. 

Unlike  some  researchers,  Bailey  and  Tavlas  find 
only  an  ambiguous  relationship  between  exchange  rate 
fluctuations  and  FDIUS.  Specifically,  they  note  that  the 
commitment  to  invest  abroad  is  based  on  long-run  expec- 
tations, although  the  timing  of  FDI  flows  may  reflect 
short-run  fluctuations  in  the  exchange  rate.  Ray  (1991) 
confirms  that  FDIUS  is  positively  related  to  the  exchange 
rate,  but  that  foreigners  do  not  invest  in  the  U.S.  simply  to 
take  advantage  of  a  cheap  dollar. 

Foreign  exchange  risk  and  FDIUS  are  additional 
aspects  to  the  exchange  rate  issue.  Cushman  e xamines  the 
relation  of  exchange  risk  to  the  choice  between  direct 
exporting  to  the  United  States  versus  FDIUS.  Although 
Cushman  admits  that  the  effects  of  expected  ^preciation 
of  real  foreign  currency  and  of  real  exchange  risk  are 
usually  ambiguous,  he  finds  empirical  evidence  that  at 
least  multinational  firms  are  more  likely  to  substitute 
FDIUS  for  exports  when  exchange  risk  increases. 

Ott  (1989)  supports  Cushman' s  reasoning  that  mul- 
tinationals opt  for  FDIUS  to  protect  against  exchange  rate 
risk.  He  argues  that  such  firms  prefer  FDIUS  because 
holding  assets  denominated  in  foreign  cxurencies  is  an 
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effective  hedge  against  exchange  risk.  Qtt  adds  that  FDI 
reduces  the  burden  of  exchange  risk  on  production  costs 
and  market  sales  prices  by  spreading  production  across 
several  countries. 

Sercu  and  Vanhnlle's  (1992)  findings  appear  to 
contradict  those  of  Cushman.  They  find  that  the  value  of 
a  foreign  parent's  manufacturing  plant  rises  with  ex- 
change rate  volatility.  As  a  corollary  to  these  findings, 
Sercu  and  yanh^flle  assert  that,  in  the  presence  of  ex- 
change risk,  a  foreign  parent's  exporting  strategy  seems  to 
be  more  valuable  than  FDI. 

II.  Restrictions  on  FDI 

Concern  with  the  rapid  rise  of  FDIUS  in  the  1980's 
has  sparked  efforts  to  restrict  it.  There  are  two  key  sources 
of  concern:  U.S.  economic  sovereignty  and  U.S.  national 
defense  as  it  relates  to  technological  capability.  FDIUS  by 
Japanese  firms  has  been  a  frequent  focus  of  this  debate. 
Makin  (1988)  attributes  this  to  three  reasons:  first,  the 
rapid  rise  in  the  U.S.  international  debt  position;  second, 
the  relatively  rapid  and  highly  visible  jump  in  Japanese 
FDIUS  since  1985;  and  third,  America  is  tiring  of  the 
"special  relationship"  between  the  two  countries  that 
allows  Japan  to  concentrate  on  economic  growth  while  the 
United  States  bears  a  disproportionate  military  security 
burden. 

A.  Economic  Security 

The  perceived  threat  of  FDIUS~as  Tolchin  (1988), 
Prestowitz  (1990),  and  many  other  researchers  find— is 
that  foreign  firms  are  buying-up  U.S.  vital  economic 
interests.  FDIUS,  according  to  Tolchin.  threatens  to 
undermine  the  U.S.  ability  to  control  its  own  fate  and 
maintain  its  position  as  a  premier  industrial  power.  Turner 
(1989)  believes  these  sentiments  reflect  a  fear  of  U.S. 
vulnerability  to  world-wide  forces  beyond  its  control. 

For  example.  Little  (1988)  argues  that  foreign  in- 
vestment has  become  a  critical  force  in  determining  both 
the  exchange  value  of  the  dollar  and,  therefore,  U.S. 
interest  rates.  Thus,  she  reasons,  foreign  investment 
affects  the  prices  of  imports~and  therefore  the  price  of 
import-competing  goods,  the  interest  Americans  pay  on 
their  loans,  and  eventually  the  overall  pace  of  inflation. 
Seth  and  Ouijano  (1991)  warn  that  the  growmg  Japanese 
share  oftotal  loans  to  U.S.  firms  has  left  the  U.S.  economy 
very  vulnerable  to  Japanese  lending  practices,  specifically 
a  tightening  of  credit. 

Turner  (1989),  however,  believes  FDIUS  has  de- 
creased the  vulnerability  of  the  U.S.  economy  to  exog- 
enous forces.  Citing  Federal  Reserve  Board  Chairman 
Alan  Greenspan,  she  notes  that  foreign  funds  invested  in 
U.S.  plant  and  equipment  are  immobile  to  the  point  that 
they  add  to  U.S.  economic  stability. 

In  support  of  this  point,  Reich  (1990)  claims  that  if 


foreign  firms  were  to  withdraw,  their  investments  in 
human  capital,  plants,  and  equipment  would  still  be  avail- 
able for  U.S.  production.  Moreover,  he  believes  that  in  a 
world  with  mobile  resources,  a  nation's  workforce  is  the 
defining  measure  of  its  ability  to  compete  because  labor  is 
a  relatively  immobile  resource.  Therefore,  as  FDIUS 
improves  American  labor  productivity,  it  improves  U.S. 
economic  competitiveness,  and  the  ability  to  increase  the 
U.S.  standard  of  living. 

Most  authors  who  do  not  believe  the  notion  that 
FDIUS  threatens  economic  sovereignty  and  argue  that 
several  misperceptions  of  FDIUS  encourage  the  fear  of 
foreign  control  over  the  U.S.  economy.  These  proponents 
of  FDIUS  believe  that  once  the  factual  misimderstandings 
are  clarified,  the  fear  of  foreign  direct  investment,  specifi- 
cally by  Japanese  interests,  will  dissipate. 

Qtt  (1989)  points  to  three  of  the  common 
misperceptions  of  FDIUS.  First  is  that  FDIUS  comprises 
the  majority  of  foreign  investment  in  the  U.S.  However, 
he  notes  that  FDIUS  is  at  most  21  percent  oftotal  foreign 
investment,  and  that  U.S.  direct  investment  abroad  ex- 
ceeds FDIUS.  The  second  is  that  Japanese  firms  are  the 
major  foreign  investors  in  the  United  States;  rather,  they 
rank  a  distant  third  behind  the  British  and  the  Dutch.  The 
third  is  that  FDIUS  is  concentrated  in  the  manufacturing 
sector.  However,  Qtt  notes  that  the  share  of  foreign  dire  ct 
investment  in  U.S.  manufacturing  is  35  percent,  slightly 
less  than  the  41  percent  share  of  U.S.  direct  investment  in 
manufactxu-ing  abroad.  Japanese  firms,  moreover,  have 
less  than  one-sixth  of  their  FDIUS  in  manufacturing. 

Other  proponents  of  FDIUS,  such  as  Anderson  (1988), 
counter  the  notion  of  an  economic  threat  from  FDIUS  by 
adding  that  foreign  owners  are  subject  to  the  same  laws 
and  regulations  as  U.S.  companies.  Furthermore,  Ander- 
son notes  that  foreign  companies  have  the  same  economic 
incentives  to  use  their  U.S.  resources  as  efficiently  and 
profitably  as  any  U.S.  company. 

B.  Military  Security 

Both  the  Defense  Science  Board  Task  Force  (DSBTF) 
(1 990)  and  the  GAP  (1990)  point  out  the  concern  over  the 
long-term  consequences  fi-om  FDIUS  of  possible  technol- 
ogy outflows  and  dependence  on  foreign-based  decision- 
making in  the  U.S.  defense  products  manufacturmg  indus- 
try. The  DSBTF  specifically  warns  against  dependence  on 
upstream  sectors  which  are  controlled  by  an  oligopoly  or 
a  monopoly  and  notes  that  commercial  competition  natu- 
rally contributes  to  foreign  dependency.  In  an  effort  to 
avert  such  a  result,  Congress  added  the  1988  Omnibus 
Trade  and  Competitiveness  Act  the  "Exon-Florio"  amend- 
ment which  authorizes  the  President  to  block  foreign 
acquisitions  of,  or  mergers  with,  U.S.  firms  on  which  it  is 
believed  the  U.S.  military  is  overly  dependent  for  technol- 
ogy. 

The  GAO  ( 1 990)  notes  that  the  majority  of  advances 
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in  defense-related  areas,  such  as  aerospace  and  semi- 
conductors, are  made  by  firms  whose  primary  concern  is 
commercial  development.  Thus,  the  issue  involves  not 
just  the  dependence  of  the  Department  of  Defense  on 
foreign-owned  firms,  but  also  the  long-termU.S.  commer- 
cial competitiveness  and  the  ability  of  U.S.  firms  to 
provide  a  production  base  for  defense  needs.  The  GAP 
concludes  that  the  administrative  process  established  by 
the  Exon-Florio  amendment,  through  the  Committee  on 
Foreign  Investment  in  the  United  States  (CFIUS),  is  not 
suited  to  address  this  larger  policy  question. 

Secondly,  the  GAP  (1990)  differentiates  between 
the  issues  of  the  defense  industry's  reliance  on  foreign 
trade  and  that  of  FDIUS.  Whereas  both  issues  focus  on 
sensitive  decisions  being  made  abroad,  foreign  investors 
also  may  provide  new  capital  and  technology  to  U.S.- 
based  production  facilities.  These  potential  benefits  of 
FDIUS  raise  the  stakes  of  regulation  and  place  a  top 
priority  on  the  ability  of  the  CFIUS  to  determine  the 
intentions  of  foreign  investors  regarding  technology  trans- 
fer and  the  continuation  of  advanced  research.  The  GAP 
warns  that  determining  foreign  investors'  intentions  can 
be  very  difficult. 

Similarly,  the  Defense  Science  Board  Task  Force 
(1 990)  points  out  that  because  the  Defense  Production  Act 
allows  the  Department  of  Pefense  to  requisition  material 
or  services  from  any  domestically  located  establishment 
during  crisis,  it  is  inherently  better  for  the  United  States  to 
depend  on  foreign-owned  U.S.  subsidiaries  rather  than  on 
foreign-owned  sources  offshore. 

Graham  and  Ebert  (199 1)  dispute  the  entire  premise 
that  foreign  production  of  defense  goods  necessarily  threat- 
ens military  security.  They  find  that  foreign- controlled 
firms  historically  respond  well  to  the  security  needs  of  the 
host  nation.  They,  as  well  as  Reich  (1990),  also  point  to 
the  indispensable  technology  gains  to  U.S.  military  secu- 
rity fi-om  foreign  firms  that  would  be  impaired  if  foreign 
mergers  and  acquisitions  by  foreign-owned  firms  are 
restricted.  They  contend  that  the  real  danger  to  military 
security  lies  in  the  formation  of  monopolies.  Monopolies, 
they  claim,  tend  to  limit  the  supply  of  technologies  and 
products  crucial  to  the  defense  industry  and  could  pose  a 
serious  problem  in  times  of  military  conflict.  They 
advocate  regulating  foreign  ownership  in  the  defense 
products  industry  on  the  basis  of  anti-trust  decisions,  not 
in  terms  of  FDIUS. 


III.  Effects  of  FDIUS  on  the  U.S. 
.    Economy 

Foreign  direct  investment  directly  affects  the  U.S. 
economy  in  a  number  of  areas,  three  of  which  ~  U.S. 
technology,  the  U.S.  trade  balance,  U.S.  employment  ~ 


have  attracted  considerable  attention  in  the  literature  on 
FDIUS. 

A.  Technology  Transfer 

The  impact  on  the  competitiveness  and  technologi- 
cal leadership  of  U.S.  industry  by  foreign  ownership  of 
U.S.  firms  is  a  hotly  debated  subject.  Much  of  the  debate 
focuses  on  the  motives  of  the  foreign  parent  firms  and  what 
happens,  or  is  likely  to  happen,  to  U.S.  technology  once  a 
U.S.  firm  is  acquired. 

Ppponents  to  FDIUS,  according  to  Neale  and  Pass 
(1990),  frequently  argue  that  foreign  multi-nationals  use 
their  U.S.  subsidiaries  to  import  U.S.  technology  back  to 
the  parent  company.  Where  this  occurs,  they  argue  that 
subsidiaries  tend  to  become  dependent  on  the  foreign 
parent  company  for  their  technology  and  become  solely 
assembly  line  producers  while  the  high  value-added  pro- 
duction occurs  in  the  foreign  counfry.  Critics  of  FDIUS 
claim  that  this  behavior  is  aploy  by  foreign  miiltinationals 
to  acquire  U.S.  technology. 

Proponents  of  FDIUS  frequently  approach  the  tech- 
nology transfer  issue  much  in  the  same  manner  as 
Horstmann  and  Markusen  (1989),  who  assume  an  easily 
transferable  parent- firm  competitive  advantage,  such  as  is 
the  case  in  technology.  This  advantage  is  transmitted 
through  FDIUS  to  the  U.S.  affiliate.  The  foreign  parent 
company  receives  profits,  while  the  United  States  benefits 
from  higher  productivity  and  lower  prices. 

Several  other  authors  also  sfress  the  benefits  of  the 
multinational  enterprise.  Harris  and  Ravenscraft  (1991) 
claim  that  the  inefficiencies  of  technology  markets  make 
the  multinational  enterprise  the  only  efficient  means  for 
fransferring  technology  across  borders.  Glickman  and 
Woodward  ( 1 989)  touch  on  Harris  and  Ravenscraft' s  point 
that  the  transaction  costs  and  risks  of  selling  patents  can  be 
avoided  by  the  multinational  firm  through  FDIUS. 

Kogut  and  Chang  (1991)  use  U.S.  and  Japanese 
indusfry  measures  of  R&D  expenditures  and  innovation 
frequency  to  determine  whether  FDIUS  is  motivates  the 
foreign  parent  to  develop  an  exisitng  technological  advan- 
tage or  to  acquire  new  technologies  resident  in  the  United 
States.  Their  preliminary  findings  indicate  that  Japanese 
FDIUS  is  more  likely  in  high  R&D  expenditure  industries 
and  that  the  relative  technological  advantage  of  either 
country  is  not  an  influential  factor.  Findings  by  Harris  and 
Ravenscraft  that  cross-border  takeovers  occurred  more 
often  in  R&D  intensive  industries  than  do  U.S.  takeovers 
support  the  Kogut  and  Chang  finding. 

To  clarify  those  findings,  Kogut  and  Chang  examine 
the  mode  of  FDIUS  by  Japanese  firms.  They  find  J^anese 
firms  tend  to  build  new  plants,  not  merely  acquire  existing 
ones,  in  industries  in  which  they  hold  a  competitive 
advantage.  This  supports  the  theory  of  the  multinational 
enterprise;  foreign  firms  fransfer  their  technology  in  the 
form  of  new  plants  in  return  for  market  share  and  profits. 
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Yet,  when  the  U.S.  holds  the  technological  advan- 
tage, Kogut  and  Chang  find  that  Japanese  firms  prefer  joint 
ventures.  They  believe  these  results  suggest  the  use  of 
cooperative  ventures  to  source,  or  benefit  from,  U.S. 
technological  capabilities  in  industries  where  the  United 
States  leads  Japan  in  R&D  expenditures.  Citing  research 
done  by  Kogut  showing  that  most  joint  ventures  end  in 
acquisition,  Kogut  and  Chang  see  this  as  an  area  of 
concern  for  outward  technology  transfer.  However, 
Christlow  (1989)  concludes  that  joint  ventiu-es  offer  as 
much,  if  not  more,  technology  and  learning  opportunities 
to  U.S.  firms  than  to  Japanese  firms,  because  most  of  these 
ventiu-es  are  in  industries  in  which  Japanese  firms  already 
have  a  competitive  advantage. 

Because  of  the  paucity  of  data  on  direct  technology 
flows,  the  total  flow  of  technology  through  FDIUS  is 
unclear.  In  an  attempt  to  bridge  this  data  gap.  Young  and 
Steigerwald  (1990)  used  royalties  and  license  fees  as 
proxies  to  examine  foreign  technology  transfer.  They  find 
that  technology  transfer  into  the  U.S.  was  more  than  five 
times  larger  than  outward  technology  transfers.  They 
conclude  that,  in  general,  no  country's  firms  have  used 
FDI  to  acquire  U.S.  technology. 

A  similar  finding  on  Japanese  FDIUS  was  made  by 
the  National  Research  Council  (1992).  which  attempted  to 
gauge  the  effects  of  Japanese  FDIUS  and  related  technol- 
ogy transfer.  Using  both  expenditures  on  R&D  and  value- 
added  per  worker,  the  NRC  finds  indications  that  the 
technology  flow  from  Japan  to  the  United  States  is  positive 
and  increasing.  They  warn,  however,  that  because  of  data 
limitations,  their  findings  should  be  taken  with  caution. 

In  a  separate  study  of  U.S.-Japan  semiconductor 
industry  (1992),  the  NRC  finds  that  the  fierce  competition 
and  the  lack  of  reluctance  by  large  U.S.  corporations  to 
provide  financial  support  in  technology-intensive  indus- 
tries has  driven  U.S.  firms  to  form  strategic  alliances  with 
Japanese  firms.  In  these  alliances,  small,  U.S.  start-up 
firms  in  search  of  funds,  manufacturing  foimdries,  and 
marketing  outlets,  turn  to  giant,  diversified  Japanese 
corporations  to  meet  their  needs.  Because  of  the  asym- 
metrical nature  of  these  alliances,  the  smaller  U.S.  com- 
panies are  forced  to  bargain  away  their  only  valuable 
asset—marketing  rights  for  new  products— in  exchange  for 
necessary  fimds.  The  NRC  finds  that  this  inequality  of 
bargaining  power  characterizes  the  vast  majority  of  U.S.- 
Japan alliances  in  high-technology  industries  and  has  led 
to  a  technology  outflow  from  the  United  States  to  Japan. 

Technology  is  embodied  in  more  than  just  capital 
goods;  it  is  embodied  in  nearly  every  aspect  of  the  produc- 
tion process.  One  example  of  this  process  technology  is 
the  organizational  and  management  skills  brought  by 
Japanese  multinationals  which  Rehder(1988)  refers  to  as 
socio-technical  systems  (STS).  Rehder  says  these  man- 
agement systems  are  based  on  the  interdependence  of 
production  factors.  In  these  management  systems,  success 
is  not  the  sum  of  the  performance  of  each  separate  part  of 
the  production  process,  but  rather  the  sum  of  the  interac- 


tions of  the  separate  production  sub-systems.  Harmony  is 
the  controlling  theme  for  Japanese  management,  and 
Rehder  believes  U.S.  automobile  companies  must  take 
this  approach  if  they  are  to  become  competitive. 

Blomstrom  ( 1 99 1)  refers  to  effects  such  as  improved 
managing  as  "spillovers."  In  addition  to  managing  prac- 
tices, Blomstrom  lists  four  other  "spillovers"  of  technol- 
ogy transfer:  increased  competition,  increased  investment 
in  physical  or  human  capital  by  domestic  firms  that  are 
forced  to  compete  with  multinationals,  increased  resources 
available  for  use  by  more  productive  firms  when  ineffi- 
cient firms  are  driven  out  of  business,  and  faster  technol- 
ogy transfer.  Blomstrom  suggests  that  the  magnitude  of 
these  "spillovers"  is  positively  related  to  the  host  country's 
level  of  technology  and  competitiveness. 

B.  Trade  Balance  Effects 

The  literature  discusses  three  major  issues  involving 
the  effect  of  FDIUS  on  the  U.S.  trade  balance-whether 
FDIUS  actually  affects  the  trade  balance;  if  so,  how 
FDIUS  affects  the  trade  balance;  and  what  a  change  in  the 
trade  balance  by  FDIUS  signifies. 

Graham  and  Krugman  (1991)  argue  that  FDIUS  has 
no  effect  on  the  overall  size  of  the  trade  balance.  By 
definition,  the  trade  balance  equals  the  difference  between 
domestic  investment  and  domestic  saving.  They  argue 
that  because  FDIUS  affects  neither  savings  nor  invest- 
ment, it  does  not  affect  the  trade  balance.  Furthermore, 
any  microeconomic  events  brought  on  by  FDIUS— such  as 
higher  import  propensities— are  offset  by  the  exchange 
rate  to  leave  the  trade  balance  level  unchanged. 

Many  researchers  agree,  however,  that  FDIUS  does 
affect  the  trade  balance.  Proponents  of  FDIUS,  such  as  Orr 
(1991),  argue  that  the  presence  of  foreign  subsidiaries 
improves  the  U.S.  trade  balance.  His  regression  analysis 
shows  that  the  long-term  effects  of  foreign-owned  U.S. 
manufacturing  are  more  significant  in  improving  U.S. 
exports  than  exchange  rates,  relative  prices,  or  economic 
growth.  He  sees  two  reasons  for  these  effects.  First,  the 
inward  transfer  of  technology  increases  U.S.  competitive- 
ness in  the  world  market.  Secondly,  Qn  says  that  FDIUS 
in  non-traded  industries  evolves  into  competitive  advan- 
tages that  expand  the  U.S.  export  base. 

Critics  of  FDIUS  such  as  Glickman  and  Woodward 
(1989)  argue  that  foreign-owned  subsidiaries  prefer  to 
import  their  inputs  from  their  parent  companies  and 
thereby  increase  the  U.S.  trade  deficit.  Graham  and 
Krugman  (1991),  on  the  other  hand,  believe  that  the 
magnitude  of  input  importing  is  negligible. 

Robert  Lipsey  (1991)  agrees  with  Graham  and 
Krugman  that  FDIUS  will  not  affect  the  long-run  U.S. 
import  level  by  pointing  to  the  "internationalization  of 
production."  As  subsidiaries  "internationalize  produc- 
tion," their  supply  and  demand  patterns  -  and  hence  their 
trade  patterns  —  conform  to  those  of  their  host  country 
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counterparts.  Consequently,  foreign  affiliates  eventually 
source  their  inputs  from  the  United  States.  In  the  long-run 
then,  FDIUS  does  not  affect  U.S.  imports. 

Also  at  issue  is  the  effect  of  foreign  acquisitions  on 
the  trade  balance  through  their  impact  on  productivity  and, 
therefore,  on  export  competitiveness.  Qn  recognizes  the 
argiiment  that  acquisitions  may  not  increase  productivity 
and,  therefore,  may  not  expand  exports.  He  responds, 
however,  that  any  financial  commitment  to  acqmre  pro- 
duction capabilities  implies  a  long-run  expectation  of 
profits.  Nevertheless,  it  does  not  follow  that  these  profits 
are  necessarily  expected  from  the  U.S.  subsidiary.  There 
are  many  motives  for  acquisitions  —  such  as  technology 
acquisition  —  that  involve  no  direct  profits  from,  or  major 
production  by,  the  subsidiary. 

Finally,  The  Economist  (1990)  points  out  that  a 
nation's  economic  success  versus  the  success  of  its  mul- 
tinationals are  entirely  unrelated.  Rather,  it  is  the  amoimt 
of  value-added  production  and  import  sourcing  by  for- 
eign-owned firms  that  determines  the  benefits  to  the  host 
economy. 

C.  Employment  Effects 

A  nxmiber  of  issues  are  discussed  in  the  literature  on 
employment  level  and  quality,  and  wage  effects.  Graham 
andKrugman  (1991)  detail  several  arguments  concerning 
FDIUS  employment  effects.  Proponents  argue  that  FDIUS 
in  the  form  of  new  plants  creates  jobs,  while  critics 
contend  that  there  is  no  employment  creation  because 
FDIUS  is  concentrated  in  acquisitions.  The  propensity  of 
foreign  firms  to  import  resources  is  an  important  issue, 
especially  because  of  the  relatively  higher  value-added 
production  of  foreign-owned  firms  compared  to  U.S.- 
owned  firms.  The  higher  the  propensity,  the  more  foreign 
employment  and  less  U.S.  employment. 

Graham  and  Krugman  argue  that  FDIUS  has  no 
direct  effect  on  the  level  of  U.S.  employment,  because  the 
level  of  employment  is  largely  determined  by  the  Federal 
Reserve's  ability  to  create  and  sustain  demand  for  goods 
through  their  policies  toward  interest  rates.  They  do 
believe,  however,  that  FDIUS  can  affect  the  composition 
of  employment.  For  instance,  a  foreign-owned  firm,  just 
as  a  U.S.-owned  firm,  may  increase  unemployment  by 
laying  off  workers  in  depressed  regions,  leaving  them  with 
few  job  prospects.  Or  a  foreign-owned  firm  may  lay  off 
workers  belonging  to  skill  categories  in  which  there  is 
already  an  excess  supply. 

Graham  and  Krugman  also  discuss  the  effects  of 
FDIUS  on  the  "qxiality"  of  employment.  Their  main 
concern  is  that  foreign  firms  concentrate  high  skill  and 
high  wage  jobs  in  foreign  production  and  allot  low-wage 
production  to  the  United  States.  They  dismiss  this  likeli- 
hood on  two  grounds:  1)  there  is  no  empirical  evidence  to 
support  it,  and  2)  the  concern  over  "quality"  of  employ- 
ment should  be  over  establishing  a  U.S.  industrial  policy, 


not  FDIUS. 

On  the  other  hand,  Makin  (1988)  and  Qtt  (1989) 
believe  that  FDIUS  significantly  impacts  both  the  level  of 
employment  and  job  "quality."  Makin  believes  FDIUS 
will  drive  up  both  U.S.  wage  rates  as  well  as  U.S.  returns 
to  labor.  Similarly,  Qtt  treats  FDIUS  as  otherwise  \mavail- 
able  capital  that  increases  the  productivity  of  labor.  He 
further  reasons  that  an  increase  in  U.S.  labor  productivity 
results  in  either  higher  wages,  higher  employment  levels, 
or  both. 

The  higher  wage  rates  in  foreign-owned  firms  that 
Ott  expects  appear  to  be  supported  by  a  recent  report  from 
the  Bureau  of  Labor  and  Statistics  TBLS^  (1992).  The  BLS 
finds  that  in  the  fourth  quarter  of  1 9  89,  workers  in  foreign- 
owned  U.S.  establishments  earned  an  average  monthly 
income  20  percent  higher  than  workers  in  all  U.S.  estab- 
lishments. It  is  unclear  whether  these  higher  wages  result 
from  Ott's  causal  hypothesis  that  higher  wages  result  fi-om 
higher  FDIUS  labor  productivity,  or  merely  from  a  FDIUS 
concentration  in  higher  wage  rate  industries.  The  BLS 
indicates  two  reasons  for  these  higher  wage  rates:  1) 
foreign  investors  tend  to  invest  in  higher-paying  indus- 
tries, and  2)  a  difference  in  the  occupational  mix  between 
foreign-owned  U.S.  establishments  and  U.S.-owned  U.S. 
establishments.  However,  the  BLS  has  not  yet  reported  on 
this  latter  point. 

Ott's  view  that  FDIUS  increases  U.S.  labor  produc- 
tivity is  closely  related  to  the  flow  of  technology  between 
countries.  For  FDIUS  to  improve  labor  productivity,  it 
must  either  increase  the  U.S.  capital  stock  or  improve  the 
production  process.  In  either  case,  FDIUS  must  add 
technology  to  the  United  States  to  improve  U.S.  labor 
productivity.  The  National  Research  Council  (1992) 
recognizes  this  link  between  labor  productivity  and  tech- 
nology flows  by  using  changes  in  value-added  per  worker 
to  measure  the  flow  of  technology  between  Japan  and  the 
United  States. 

Reich  (1990)  addresses  FDIUS  and  employment 
from  the  perspective  of  human  capital.  He  believes  that 
today's  world  economy  has  relatively  mobile  resources, 
and,  therefore,  a  nation's  workforce  is  the  deciding  advan- 
tage in  its  ability  to  compete.  Consequently,  he  advocates 
subsidizing  any  firm—regardless  of  ownership—which 
improves  American  workers'  ability  to  add  value  to  the 
world  economy. 

Glickman  and  Woodward  (1989)  believe  that  the 
benefits  of  FDIUS  to  U.S.  employment  are  highly  over- 
stated and  that  no  form  of  FDIUS  creates  jobs— greenfield 
plants,  acquisitions,  or  joint  ventures.  In  fact,  they  esti- 
mate that  FDIUS  reduces  employment.  They  see  the  only 
saving  grace  of  FDIUS  as  the  saving  of  jobs  by  foreign 
acquisitions  when  the  firms  they  acquire  are  failing  Ameri- 
can companies.  They  also  do  not  endorse  Ott's  (1989) 
notion  that  FDIUS  improves  job  quality. 

Cultural  differences  between  the  foreign  parent 
country  and  the  United  States  can  also  affect  employment. 
Cultural  differences  can  affect  management  styles,  labor 
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relations,  and  communication  problems.  For  example, 
Moavenzadeh  (1989)  singles  out  Japanese-owned  affili- 
ates in  the  U.S.  construction  industry  as  the  firms  most 
reflecting  these  differences.  In  their  start-up  stage  Japa- 
nese-owned affiliates  tend  to  rely  more  upon  Japanese 
nationals  in  construction  projects  in  the  United  States  and 
on  their  Japanese  parent  firms  to  supply  resources,  than  is 
the  case  of  European-owned  U.S.  affiliates. 

Finally,  Tolchin  and  Tolchin  (1988)  attack  FDIUS 
as  detrimental  to  U.S.  labor.  They  sympathize  with 
organized  labor's  concern  that  foreign  firms,  especially 
Japanese  firms,  avoid  locating  in  strongly  unionized  in- 
dustries, and,  even  when  they  do  locate  in  these  industries, 
are  highly  hostile  toward  unions.  Vernon  (1992)  offers  a 
possible  explanation  for  this  behavior,  noting  that  foreign 
investors  fi-equently  negotiate  with  labor  fi-om  an  unusu- 
ally stronger  position  than  domestic-owned  firms.  One 
reason  is  that  they  are  able  to  locate  in  areas  where,  for 
instance,  unions  may  be  weak  and  unemployment  may  be 
high;  and  second,  they  are  able  to  allocate  production 
across  several  locations,  which  weakens  the  threat  that  a 
negotiation  deadlock  with  unions  will  lead  to  a  shutdown 
of  all  existing  operations.  Kenney  and  Floridasuggest  that 
some  Japanese  transplants'  ability  to  operate  fi-ee  fi^om 
union  pressures  is  reflected  in  their  high  incidence  of 
worker  injuries,  a  strong  control  over  their  employees  both 
in  the  workplace  and  in  the  community,  and  poor  minority 
hiring  records.  Nonetheless,  they  find  that  many  of  the 
Japanese  industrial  transplant  facilities  are  in  fact  imion- 
ized  and  pay  high  wages. 

Ray  (1991)  finds  no  evidence  to  support  the  Tolchins ' 
claim  that  FDIUS  is  purposely  located  to  undercut  orga- 
nized labor,  and  Glickman  and  Woodward  find  no  differ- 
ence between  foreign  and  domestic  labor  practices  in  the 
United  States.  Sanyal  (1990)  also  concludes  that  a  firm's 
nationality  is  an  insignificant  influence  on  union  elec- 
tions, and  that  foreign  firms  and  domestic  firms  are 
equally  difficult  to  unionize. 


IV.  Specific  Industries 

While  many  U.S.  industries  are  mentioned  in  the 
literature  discussing  FDIUS,  much  of  the  discussion  is 
focused  on  the  U.S.  automotive,  real  estate,  and  banking 
industries. 


A.  Automotive 

Many  authors,  such  as  Jackson  (1989),  attribute  the 
entrance  of  FDI  into  the  U.S.  auto  mdustry  to  the  voluntary 
export  restraints  (VERs)  placed  on  Japanese  auto  indus- 
tries. Jackson  claims  that  foreign  auto  producers  simply 
transplanted  manufacturing  into  the  United  States  to  pre- 
serve their  market  share  that  had  been  previously  attained 


through  exports.  Jackson  also  notes  that  the  VERs  al lowed 
foreign  auto  companies  to  boost  their  prices  for  the  smaller 
quantity  of  goods  they  exported  to  the  U.S.  in  proportion 
to  the  growing  consumer  demand  for  their  automobile. 

One  of  the  main  issues  of  FDIUS  in  the  U.S.  automo- 
tive industry  is  its  effect  on  the  extent  of  U.S.  domestic 
content  in  cars  produced  by  Japanese-owned  auto  manu- 
facturers. Magnusson  (1991)  explores  what  constitutes 
"made  in  America"  and  concludes  that  the  lower  domestic 
content  of  Japanese  versus  U.S.-owned  auto  production 
stems  from  two  inter-related  characteristics  peculiar  to 
Japan's  auto  industry.  First  is  the  high  propensity  of  the 
Japanese  automobile  industry  to  import  inputs.  Second,  is 
their  tendency  to  concentrate  high-skill  manufacturing, 
designing,  and  engineering  in  Japan,  while  the  relegating 
the  lower-skill  assembly  work  to  facilities  in  the  United 
States.  Thus,  automobiles  supplied  by  Japanese-owned 
plants  in  the  United  States  tend  to  be  not  as  wholly  "made 
in  America"  as  those  supplied  by  U.S.-owned  producers. 

A  second  element  of  the  "made  in  America"  issue 
involves  the  expanding  Japanese-owned  share  of  the  U.S. 
auto  parts  industry.  Newman  (1990)  attributes  this  rising 
share  to  a  well  planned  Japanese  strategy:  (1)  Auto 
producers  establish  a  demand  for  very  high  quality  auto 
parts  and  invite  competition  to  supply  them.  (2)  These 
auto  producers  then  document  the  inability  of  U.S.-owned 
parts  producers  to  meet  the  demand  based  on  price  and 
quality.  (3)  This,  in  turn,  justifies  their  using  familiar 
sources,  namely  Japanese-owned  parts  suppliers  on  whom 
they  also  depend  in  Japan.  (4)  These  Japanese  auto-parts 
suppliers  expand  to  the  United  States.  (5)  They  create  a 
dependence  in  the  U.S.  conunimities  where  they  locate  for 
their  jobs  and  in  the  U.S.  auto  industry  for  their  parts  and 
components.  6)  This  dependence  creates  for  the  Japanese 
auto  industry  a  U.S.  political  constituency  opposed  to 
domestic  content  legislation. 

According  to  some  researchers,  the  rapid  growth  of 
Japanese-ownedU.S.  auto  parts  production  by  many  of  the 
same  companies  that  supplied  parts  for  Japanese  auto 
producers  in  Japan  has  created  a  U.S.  concern  that  Japa- 
nese firms  are  replicating  their  kieretsus  in  the  United 
States.  Newman  stresses  the  role  of  kieretsu  in  the 
successful  Japanese  market  entry.  Because  of  the  close 
coimection  between  the  auto  parts  suppliers  and  the  auto 
producers,  he  indicates  that  the  kieretsu  often  resembles  a 
vertical  trust.  Newman  finds  this  cohesiveness  lacking 
between  the  U.S.-owned  auto  producers  and  parts  suppli- 
ers, and  claims  it  is  a  major  factor  in  the  U.S.-owned 
automobile  producing  sector's  decline. 

Magnusson  points  out  that  in  the  United  States  the 
kieretsu  is  frequently  regarded  as  an  unfair  business 
practice.  He  cites  critics  who  claim  the  kieretsu  unfairly 
increases  competitive  pressures  on  the  U.S.-owned  auto 
parts  industry,  threatening  to  drive  them  out  of  business. 
Magnusson  also  alludes  to  "dumping"  that  kieretsu  en- 
courage. For  example,  U.S.  Customs  charged  that  Honda's 
Tokyo  headquarters  dictated  below-cost  prices  which 
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Honda's  parts  suppliers  charged.  Magnusson  argues  that 
such  pricing  is  a  violation  of  trade  law. 

The  GAP  (1988)  examines  the  effects  of  Japanese 
FDIUS  on  the  employment  level  in  the  automobile  indus- 
try, and  estimates  that  the  aggregate  j  ob  loss  between  1 9  85 
and  1990  would  not  exceed  360,000.  The  GAP  indicates 
that  the  key  factor  contributing  to  this  decline  in  employ- 
ment was  the  rate  at  which  Japanese-affiliated  auto  pro- 
ducers' output  displaced  U.S.-owned  auto  producers' 
output.  Pther  factors  include  increased  use  of  foreign- 
produced  parts  by  U.S.  automakers,  increased  auto  im- 
ports, and  labor  productivity  gains  in  the  auto  industry. 

B.  Real  Estate 

A  large  share  of  the  surge  in  FDIUS  in  the  last  half 
of  the  1980s  went  into  real  estate.  Some  of  these  direct 
investments,  particularly  by  Japanese  investors,  were  in 
well  known  buildings,  such  as  "Rockefeller  Center,"  and 
attracted  great  media  attention.  This  attention  is  reflected 
in  the  economic  literature. 

Faggen  and  Prescott  (1989)  point  out  that  the  largest 
motive  for  FDIUS  in  U.S.  real  estate  is  a  combination  of 
the  relatively  low  cost  of  borrowing  abroad  and  the  higher 
returns  on  investment  in  the  U.S.  They  indicate  these  two 
factors  enable  foreign  investors  to  pay  a  "premium"  price 
for  U.S.  real  estate  with  an  acceptable  yield.  They  also 
suggest  that  the  resulting  foreign  investors'  willingness  to 
pay  these  higher  prices  effectively  reduces  the  number  of 
U.S.  investors  capable  of  competing  for  real  estate. 

Malin  (1991)  believes  the  higher  prices  offered  by 
foreign  investors  will  alter  the  valuations  of  "world- 
class"  real  estate.  He  predicts  that  U.S.  sellers  of  interna- 
tionally appealing  property  will  raise  their  prices  from 
those  that  domestic  buyers  would  accept  to  those  offered 
by  foreign  investors.  He  believes  the  market  yield  on  U.  S. 
real  estate  will  eventually  equalize  with  that  for  foreign 
"world  class"  real  estate. 

The  GAG  (June  199 1)  notes  that  FDI  in  U.S.  com- 
mercial real  estate  raises  both  prices  and  tax  assessments 
for  commercial  real  estate  and  believes  it  contributed  to 
overbuilding  ra  the  commercial  real  estate  market.  The 
GAG  also  points  out  benefits  from  FDIUS,  including 
increased  profits  for  real  estate  sellers,  increased  real 
estate  investment  capital,  and  greater  tax  revenues  for 
local  governments. 

The  GAG,  however,  also  points  to  the  possible 
detrimental  effects  of  FDIUS  on  residential  real  estate. 
Their  main  concern  is  that  an  increase  in  prices  for 
residential  real  estate  would  decrease  the  amount  of 
affordable  housing.  In  particular,  the  GAG  is  concerned 
that  foreign  purchases  of  residential  properties  for  vaca- 
tion homes  and  rentals  have  reduced  the  supply  of  housing 
for  local  residents  in  Hawaii. 

Noteware  (1989)  and  Nelson  and  Ogawa  (1991) 
examine  the  entry  of  mid-size  Japanese  corporations  into 


the  U.S.  real  estate  market.  They  argue  that  a  shrinking 
market  for  prime  U.S.  commercial  real  estate  and  increas- 
ing demand  for  U.S.  real  estate  caused  foreign  real  estate 
investors  to  diversify  their  assets.  Noteware  argues  that 
Japanese  investors,  in  particular,  appeared  interested  in 
properties  that  U.  S.  investors  frequently  consider  extraor- 
dinarily risky.  They  argue  that  this  diversification  bodes 
well  for  U.S.  resorts  and  retirement  housing,  which  U.S. 
investors  had  previously  tended  to  avoid. 

C.  Banking 

Foreign  owned  banks-especially  Japanese-owned 
banks— have  rapidly  increased  in  number  andU.S.  market 
share  during  the  past  decade,  giving  rise  to  a  number  of 
issues.  Considerable  concern  has  been  frequently  ex- 
pressed not  only  about  their  competition  with  U.S.-owned 
banks,  but  also  their  influence  on  non-banking  firms' 
operations. 

Hultman  andMcGee  (1989)  find  that  over  the  period 
from  1973  to  1986,  the  growth  of  foreign-owned  bank 
branches  and  agencies  in  the  United  States  is  directly 
related  to  changes  in  the  overall  level  of  foreign  direct 
investment  in  U.S.  industries,  the  exchange  value  of  the 
dollar,  and  the  effects  of  the  International  Banking  Act  of 
1978.  Moreover,  they  argue  that  foreign-owned  banks  are 
established  in  the  United  States  largely  to  serve  other 
foreign-owned  firms'  loan  requirements. 

Seth  and  Omjano  (1991),  in  examining  Japanese 
investment  in  U.S.  banking,  contend  that  while  Hultman 
and  McGee's  finding  may  have  been  initially  true,  more 
recently,  U.  S.-owned  firms  have  become  the  predominate 
borrowers  from  Japanese  banks.  Seth  and  Ouijaao  also 
warn  that  the  growing  dependency  by  U.S.-owned  firms 
on  Japanese  banks  makes  the  U.S.  economy  increasingly 
vuhierable  to  a  slowdown  in  Japanese  lending. 

McCauley  and  Zimmer  (1991)  find  that  a  higher 
U.S.  than  foreign  cost  of  financial  capital  contributed  to 
the  growing  presence  of  foreign-owned  U.  S.  banks,  based 
on  U.S.  banks  owned  by  West  Germany,  the  U.K.,  and 
Japan.  McCauley  and  Zimmer  base  their  conclusion  on 
the  close  correlation  between  the  costs  of  capital  and  the 
rising  asset  value  of  foreign-owned  banks  relative  to  U.S. 
banks. 

Grr  (1990)  examines  three  possible  reasons  why 
Japanese  banks  might  enjoy  a  relative  cost  of  capital 
advantage  over  U.S.-owned  banks,  and  may  have  contrib- 
uted to  the  rapid  rise  in  Japanese  investment  in  U.S 
banking.  The  first  factor  is  that  Japanese-owned  banks 
with  cash-rich  Japanese  parent  banks  have  a  competitive 
advantage  over  U.S.-owned  banks,  as  the  Japanese  parent 
banks  can  fimd  lending  by  their  branches  and  agencies  at 
below  market  rates.  However,  Qrr  appears  to  dismiss  the 
likelihood  that  this  factor  is  significant,  as  he  says  that 
Zimmerman  implies  that  Japanese  parent  banks  are  not 
willing  to  forego  more  attractive  investments  merely  to 


118 


subsidize  their  affiliates. 

Orr's  second  possible  factor  is  that  the  Japanese 
government's  policy  of  holding  interest  rates  at  below 
market  levels  is  a  cost  of  capital  advantage  for  Japanese 
banks  as  well  as  their  U.S.  affiliates.  However,  he  points 
out  that  while  this  may  have  been  the  case  prior  to  the  late 
1980s,  the  process  of  interest  rate  deregulation  begun  by 
the  Japanese  Ministry  of  Finance  in  1984  is  slowly  taking 
effect.  Moreover,  the  adjustment  of  interest  rates  paid  by 
the  Japanese  Postal  Savings  System  to  match  deregulated 
Japanese  bank  rates  diminishes  their  potential  cost  of 
capital  advantage. 

The  third  Qrr  factor  is  the  close  links  between  large 
Japanese  financial  institutions  and  their  Japanese  clients. 
He  indicates  that  kieretsu  relationships  are  based  on  cross 
shareholdings  and  allow  Japanese  banks  to  prosper  from 
their  clients'  growth.  The  resulting  profits  enable  the 
Japanese  banks,  and  their  U.S.  affiliates,  to  loan  at  below 
market  rates.  Because  kieretsus  exclude  participation  by 
U.S. -owned  banks,  Orr  concludes  that  they  offer  Japa- 
nese-owned banks  a  competitive  advantage. 
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APPENDIX  C 


Chapter  Tables 


The  following  tables  were  created  by  the  authors  of 
chapters  2,  4A,  4B,  5,  6,  and  7,  in  addition  to  the  tables 
appearing  within  their  chapters.  The  table  numbers  lead 
with  the  appropriate  chapter  numbers,  forexample,  "Table 

7-3." 
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Table  2-1 

World  Foreign  Direct  Investment  Flows,  1980-91 

(In  billion  dollars) 


A.  FDI  Outflows 


1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 


1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 


Total 

United 

Europe 

Japan 

Other 

Devel- 

States* 

Developed 

oping 

57.0 

21.7 

26.7 

2.4 

5.0 

1.1 

56.7 

12.7 

28.7 

4.9 

7.4 

3.0 

37.1 

9.7 

19.6 

4.5 

1.7 

1.6 

42.8 

9.8 

21.7 

3.6 

5.6 

2.1 

51.7 

13.7 

25.8 

5.9 

5.1 

1.3 

52.5 

8.5 

31.4 

6.5 

4.9 

1.2 

87.1 

12.8 

50.7 

14.5 

7.3 

1.9 

135.3 

26.1 

73.1 

19.5 

14.1 

2.5 

167.2 

14.3 

100.9 

34.2 

11.6 

6.2 

208.0 

25.7 

119.3 

44.1 

9.1 

9.8 

234.6 

29.3 

141.6 

48.1 

6.2 

9.4 

183.4 

29.2 

112.8 
B.  FDI  Inflows 

30.7 

5.0 

5.7 

Total 

United 

Europe 

Canada 

Other 

Devel- 

States 

Developed 

oping 

51.5 

16.9 

21.5 

0.5 

2.3 

10.2 

56.3 

25.2 

17.2 

-2.8 

2.8 

13.9 

42.4 

13.8 

14.9 

-1.9 

3.2 

12.4 

44.4 

11.5 

16.1 

1.7 

3.7 

11.5 

48.5 

25.6 

9.8 

2.5 

1.1 

9.6 

48.5 

20.5 

15.8 

-1.8 

2.7 

11.3 

76.9 

36.1 

24.7 

1.2 

3.8 

11.1 

127.9 

59.6 

40.2 

4.2 

5.0 

18.9 

149.8 

58.6 

57.5 

3.8 

7.3 

22.6 

189.9 

69.0 

82.4 

4.3 

7.1 

27.1 

200.8 

46.1 

109.4 

7.0 

10.1 

28.2 

144.8 

12.6 

86.6 

4.5 

6.5 

34.6 

*  Excludes  capital  flows  with  Netherlands  Antilles  finance  affiliates.    Capital  flows  for  the 
United  States  are  at  book  value,  consistent  with  the  basis  used  by  other  countries. 
Source,  1980-90:  International  Monetary  Fund,  Balance  of  Payments  Statistics  Yearbook, 
various  issues. 
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Table  4A-1 

All  Industries,  All  Manufacturing  Industries,  and 

30  Industries  with  the  Highest  Shares  of  Employment 

Accounted  for  by  Affiliates  of  Foreign  Companies: 

Affiliate  Shares  in  1987 


U.S.  affiliates  as  a 
percentage  of  all  U.S.  businesses 


SIC 

Code  Industry 

All  Industries    

All  Manufacturing    

3241       Cement,  hydraulic    

2824       Organic  fibers,  noncellulosic 

3313       Electrometallurgical  products 

1031       Lead  and  zinc  ores 

1474  Potash,  soda,  and  borate  minerals  .  .  . 

2813       Industrial  gases 

1446       Industrial  sand 

2085       Distilled  and  blended  liquors 

2879       Agricultural  chemicals,  nee 

3651  Household  audio  and  video  equipment 

3339  Primary  nonferrous  metals,  nee    .... 

145  Clay,  ceramic,  and  refractory  minerals 

2836  Biological  products  except  diagnostic  . 

2843       Surface  active  agents 

2284       Thread  mills 

104         Gold  and  silver  ores 

3251       Brick  and  structural  clay  tile 

1099       Metal  ores,  nee 

3624       Carbon  and  graphite  products    

3356  Nonferrous  rolling  and  drawing,  nee    . 

3554       Paper  industries  machinery 

3661  Telephone  and  telegraph  apparatus    .  . 

3562       Ball  and  roller  bearings 

3676       Electronic  resistors 

3297       Nonclay  refractories 

2754       Commercial  printing,  gravure    

2869  Industrial  organic  chemicals,  nee    .  .  . 

605  Functions  closely  related  to  banking    . 

461         Pipelines,  except  natural  gas 

3315       Steel  wire  and  related  products 


Establish- 

Employ- 

Pay- 

Shipments 

ments 

ment 
3.7 

Payroll 

4.7 

or  sales 

1.1 

n.a. 

2.2 

6.9 

7.7 

9.6 

40.4 

61.2 

62.6 

66.8 

33.8 

60.4 

63.7 

62.4 

33.3 

57.5 

57.4 

48.1 

33.3 

54.7 

47.2 

55.7 

33.3 

49.6 

48.7 

48.6 

37.4 

44.5 

43.6 

35.2 

21.5 

■43.8 

46.1 

44.8 

27.8 

43.0 

47.4 

45.8 

10.8 

42.0 

49.0 

41.2 

4.8 

39.7 

42.8 

59.5 

20.4 

35.3 

31.4 

59.5 

14.7 

34.1 

37.0 

32.8 

7.9 

32.6 

38.3 

39.1 

12.9 

31.6 

33.7 

39.7 

13.6 

31.6 

31.9 

27.5 

13.2 

30.5 

28.5 

30.0 

19.9 

30.3 

30.3 

29.8 

13.0 

28.7 

52.3 

24.4 

14.7 

28.1 

30.7 

31.4 

14.5 

26.9 

26.9 

30.8 

7.6 

26.6 

29.4 

35.1 

8.5 

25.1 

22.3 

22.8 

19.5 

24.8 

23.7 

21.7 

16.1 

24.4 

21.3 

20.1 

13.3 

24.2 

26.6 

21.6 

5.4 

23.6 

24.2 

28.0 

15.5 

23.5 

24.3 

25.6 

6.9 

23.4 

33.1 

n.a. 

34.4 

22.4 

23.2 

n.a. 

9.9 

21.8 

21.2 

22.9 

n.a.    not  applicable  or  not  available. 

Note:  Ranking  based  on  published  data.    Not  available  for  this  purpose  are  data  on  many  industries  for  whom 
pulication  of  the  data  would  disclose  individual  company  information. 

Source:    U.S.  Department  of  Commerce,  Economics  and  Statistics  Administration,  Foreign  Direct  Investment  in 
the  United  States.  Establishment  Data  for  1987  (June  1992),  Table  1.1. 


I 


Table  4A-2 

Shares  of  Employment  in  1990  by  Nonbank  Affiliates 

by  Industry  of  Affiliate:   U.S.  Affiliates  of  Foreign 

Companies  and  Foreign  Affiliates  of  U.S.  Companies 

(In  percent  or  thousands) 


Industry 

Total  employment,  in  thousands    .  , 

Petroleum 

Manufacturing 

Food  and  kindred  products    ... 

Chemicals  and  allied  products     . 

Metals 

Nonelectric  machinery 

Electric  and  electronic  equipment 

Transportation  equipment    .... 

Other  manufacturing    

Wholesale  trade 

Finance,  insurance,  and  real  estate  , 

Services 

Other  industries 


U.S. 

Foreign 

Affiliates 

Affiliates 

of  Foreign 

of  U.S. 

Companies 

Companies 

4,705.3 

6.706.3 

3.2 

3.5 

46.7 

64.2 

5.3 

6.8 

10.8 

8.7 

5.7 

3.4 

4.5 

8.3 

6.3 

10.4 

1.8 

13.2 

12.3 

13.5 

9.3 

8.2 

4.8 

2.5 

11.8 

7.1 

24.2 

14.4 

Source:  U.S.  Department  of  Commerce,  Survey  of  Current  Business.  May  1992,  page  59  and  August  1992,  page 
72,  and  U.S.  Direct  Investment  Abroad:  Operations  of  U.S.  Parent  Companies  and  their  Foreign  Affiliates, 
Preliminary  1990  Estimates,  Table  IIG4. 


Table  4A-3 

Average  Value  Added  Per  Employee 

Selected  Categories  of  Industries 


Industry  Category  1982 

All  nonbank  private: 

Affiliates    

U.S.  Total    

All  manufacturing: 

Affiliates    

U.S.  Total    

Manufacturing,  excl. 
petroleum  &  coal  prod. : 

Affiliates .         38.0 

U.S.  Total    32.6 


1987 


1988 


1989 


48.9 
44.6 


49.7 
46.8 


51.0 
48.1 


1990 


(In  thousands  of  nominal  dollars) 

41.9 

49.0 

49.9 

50.1 

51.3 

34.8 

43.6 

45.8 

47.2 

n.a. 

n.a. 

55.9 

56.4 

57.5 

60.2 

33.5 

45.8 

48.2 

49.4 

n.a. 

53.8 
n.a. 


n.a.   Not  available. 

Note:   The  Affiliate  data  are  on  a  company  basis,  while  the  U.S.  total  data  are  on  an  establishment  basis. 
Source:    Calculated  from  data  from  U.S.  Department  of  Commerce, 
Bureau  of  Economic  Analysis. 


Table  4A-4 

Average  Value  Added  Per  Employee  for  Affiliates 

and  U.S.  Industry  Totals  in  Manufacturing  Industries  in  1989 

(In  thousands  of  current  dollars) 


Value  added  per  employee 


Industry 

Instruments  &  related  products  .  .  . 
Rubber  &  misc.  plastics  products  . 
Textile  products  and  apparel     .... 

Fabricated  metal  products 

Stone,  clay,  &  glass  products  .  .  .  . 
Lumber,  wood,  furniture  &  fixtures 

Paper  and  allied  products    

Primary  metal  industries 

Nonelectric  machinery 

Printing  and  publishing 

Petroleum  and  coal  products     .... 

Chemicals  &  allied  products 

Food  and  kindred  products     

Other  manufacturing    

Electric  &  electronic  equipment  .  . 
Other  transportation  equipment  .  .  . 
Motor  Vehicles 


Ratio  of  affiliates 

Affiliates 

U.S.  Total 
29.5 

to  total 

45.4 

153.9 

43.7 

34.9 

125.3 

31.0 

24.9 

124.4 

54.0 

46.8 

115.3 

52.4 

45.9 

114.1 

38.7 

36.9 

105.0 

68.5 

67.2 

101.9 

58.5 

57.6 

101.5 

44.2 

45.5 

97.3 

40.1 

42.8 

93.8 

190.9 

218.8 

87.2 

74.3 

91.9 

80.8 

38.7 

49.4 

78.3 

47.0 

60.8 

77.3 

40.8 

55.3 

73.8 

34.2 

52.0 

65.8 

37.9 

59.0 

64.2 

Source:    Calculated  from  data  from  U.S.  Department  of  Commerce,  Bureau  of  Economic  Analysis. 
Note:   The  averages  for  the  affiliates  were  calculated  from  data  on  an  enterprise  basis,  while  the  averages  for  the 
industry  totals  were  calculated  from  data  on  an  establishment  basis.   The  price  deflators  are  from  the  industry  total 
data,  which  are  establishment-based. 


Table  4B-1 
Selected  Assets  and  Liabilities  of  U.S.  Offices  of  Foreign  Banks* 


Amount 

Shares  of  U.S. 

Totals** 

(Sbillions) 

(percer 

>t) 

Total 

Total          Business 

Total 

Total 

Total 

Business 

Total 

Year 

Assets 

Loans           Loans 

Deposits 

Assets 

Loans 

Loans 

Deposits 

Dec.  1973 

32.3 

17.6                12.8 

11.4 

3.8 

3.7 

7.6 

1.7 

Dec.  1974 

46.1 

27.0                18.8 

17.0 

4.9 

5.1 

9.5 

2.3 

Dec.  1975 

52.4 

29.9               19.9 

22.6 

5.3 

5.7 

10.4 

2.9 

Dec.  1976 

61.3 

35.4               19.7 

26.1 

5.8 

6.4 

10.2 

3.1 

Dec.  1977 

76.8 

41.5               22.0 

33.8 

6.4 

6.6 

10.3 

3.6 

Dec.  1978 

109.1 

65.3               32.7 

46.3 

8.0 

8.8 

13.1 

4.4 

Dec.  1979 

149.6 

91.9               48.2 

62.8 

9.9 

10.9 

16.3 

5.6 

Dec.  1980 

200.6 

121.4               59.6 

80.4 

11.9 

13.4 

18.2 

6.6 

Dec.  1981 

250.6 

157.7               73.6 

101.8 

13.5 

15.4 

19.2 

7.7 

Dec.  1982 

299.8 

185.2               82.4 

154.3 

14.4 

16.3 

18.8 

10.4 

Dec.  1983 

328.8 

192.4               84.5 

181.3 

14.6 

15.6 

18.3 

11.1 

Dec.  1984 

394.4 

220.1               97.8 

233.7 

15.9 

15.1 

21.6 

12.9 

Dec.  1985 

440.8 

247.4             108.8 

236.7 

16.1 

15.4 

22.5 

12.1 

Dec.  1986 

524.3 

276.9             126.8 

278.2 

17.3 

15.6 

23.4 

12.8 

Dec.  1987 

592.6 

310.9             147.9 

316.1 

19.0 

16.6 

26.4 

14.1 

Dec.  1988 

650.6 

338.8             167.3 

335.1 

19.6 

16.9 

28.2 

14.1 

Dec.  1989 

735.7 

369.8             184.3 

376.1 

20.6 

17.2 

29.4 

14.9 

Dec.  1990 

791.1 

397.9              193.3 

383.9 

21.4 

18.0 

30.8 

14.5 

Dec.  1991 

860.7 

412.3             206.4 

444.5 

22.6 

18.9 

34.5 

16.2 

Dec.  1992 

862.6 

404.8             207.7 

456.6 

22.0 

18.7 

35.4 

16.4 

*  Data  include  U.S.  agencies  and  branches  of  foreign  banks,  subsidiary  commercial  banks,  and  New  York  investment 
companies,  but  not  Edge  Act  or  Agreement  Corporations.   U.S.  offices  of  Puerto  Rican  banks  are  not 
included.   Assets  and  liabilities  include  those  on  the  books  of  International  Banking  Facilities  (IBFs). 
**  Amount  shown  in  this  table  as  percent  of  total  amount  shown  in  Statistical  Appendix  C,  Table  4B-4. 
Source:   Federal  Reserve  Board,  April  1993. 


Table  4B-2 
Selected  Assets  and  Liabilities  of  U.S.  Branches  and  Agencies  of  Foreign  Banks* 


Amount 

Shares  of  U.S 

Totals** 

(Sbillions] 

(percent) 

Total 

Total 

Business 

Total 

Total 

Total 

Business 

Total 

Year 

Assets 

Loans 

Loans 

Deposits 

Assets 

Loans 

Loans 

Deposits 

Dec.  1973 

25.2 

13.5 

10.2 

5.8 

2.9 

2.9 

6.0 

0.8 

Dec.  1974 

34.0 

20.3 

15.0 

7.6 

3.6 

3.9 

7.5 

1.0 

Dec.  1975 

38.2 

22.0 

15.5 

11.0 

3.9 

4.2 

8.1 

1.4 

Dec.  1976 

45.7 

27.0 

15.5 

13.7 

4.3 

4.9 

8.0 

1.6 

Dec.  1977 

59.1 

32.2 

17.6 

19.7 

5.0 

5.1 

8.2 

2.1 

Dec.  1978 

86.8 

53.4 

26.9 

28.5 

6.4 

7.2 

10.8 

2.7 

Dec.  1979 

113.5 

70.9 

38.4 

35.4 

7.5 

8.4 

13.0 

3.2 

Dec.  1980 

147.2 

90.9 

45.6 

41.5 

8.8 

10.0 

13.9 

3.4 

Dec.  1981 

172.0 

108.3 

53.0 

48.4 

9.2 

10.6 

13.8 

3.7 

Dec.  1982 

207.4 

126.9 

56.9 

91.1 

10.0 

11.1 

13.0 

6.1 

Dec.  1983 

227.9 

127.8 

56.3 

112.1 

10.1 

10.3 

12.2 

6.8 

Dec.  1984 

272.0 

139.8 

64.4 

147.2 

11.0 

9.6 

14.2 

8.1 

Dec.  1985 

311.6 

163.4 

73.0 

145.4 

11.4 

10.2 

15.1 

7.4 

Dec.  1986 

396.9 

193.3 

90.2 

189.8 

13.1 

10.9 

16.6 

8.7 

Dec.  1987 

460.7 

219.7 

108.5 

224.9 

14.8 

11.7 

19.4 

10.0 

Dec.  1988 

513.5 

243.0 

124.8 

241.4 

15.5 

12.1 

21.0 

10.2 

Dec.  1989 

579.5 

261.1 

138.2 

269.7 

16.3 

12.1 

22.1 

10.7 

Dec.  1990 

627.2 

285.7 

147.4 

273.3 

16.9 

12.9 

23.5 

10.3 

Dec.  1991 

699.9 

309.6 

165.0 

334.9 

18.3 

14.2 

27.5 

12.2 

Dec.  1992 

712.5 

309.9 

167.9 

357.6 

18.2 

14.3 

28.6 

12.8 

*  Data  include  U.S.  agencies  and  branches  of  foreign  banks.   U.S.  offices  of  Puerto  Rican  banks  are  not 
included.  Assets  and  liabilities  include  those  on  the  books  of  International  Banking  Facilities  (IBFs). 
**  Amount  shown  in  this  table  as  percent  of  total  amount  shown  in  Statistical  Appendix  C,  Table  4B-4. 
Source:  Federal  Reserve  Board,  April  1993. 


Table  4B-3 
Selected  Assets  and  Liabilities  of  U.S.  Subsidiaries  of  Foreign  Banks* 


Amount 

Shares  of  U.S 

Totals** 

(Sbillions) 

(percent) 

Total 

Total          Business 

Total 

Total 

Total 

Business 

Total 

Assets 

Loans 

Loans 

Deposits 

Assets 

Loans 

Loans 

Deposits 

Dec.  1973 

5.4 

3.0 

1.8 

4.5 

0.6 

0.6 

1.1 

0.7 

Dec.  1974 

9.9 

5.4 

2.8 

8.0 

1.0 

1.0 

1.4 

1.1 

Dec.  1975 

11.6 

6.5 

3.3 

9.7 

1.2 

1.2 

1.7 

1.2 

Dec.  1976 

13.5 

7.5 

3.7 

11.2 

1.3 

1.4 

1.9 

1.3 

Dec.  1977 

15.6 

8.4 

3.9 

13.0 

1.3 

1.3 

1.8 

1.4 

Dec.  1978 

20.0 

10.8 

2.1 

16.5 

1.5 

1.5 

0.8 

1.6 

Dec.  1979 

33.4 

19.5 

9.0 

26.1 

2.2 

2.3 

3.0 

2.3 

Dec.  1980 

50.2 

28.6 

12.9 

37.6 

3.0 

3.1 

3.9 

3.1 

Dec.  1981 

75.7 

47.4 

19.6 

52.7 

4.1 

4.6 

5.1 

4.0 

Dec.  1982 

89.3 

56.2 

24.2 

62.7 

4.3 

4.9 

5.5 

4.2 

Dec.  1983 

97.7 

62.2 

26.8 

68.5 

4.3 

5.0 

5.8 

4.2 

Dec.  1984 

119.4 

78.1 

32.1 

86.0 

4.8 

5.4 

7.1 

4.7 

Dec.  1985 

125.9 

81.5 

34.2 

90.8 

4.6 

5.1 

7.1 

4.6 

Dec.  1986 

124.0 

81.0 

34.9 

87.9 

4.1 

4.6 

6.4 

4.0 

Dec.  1987 

128.0 

88.2 

37.6 

91.0 

4.1 

4.7 

6.7 

4.1 

Dec.  1988 

132.4 

92.5 

40.6 

93.3 

4.0 

4.6 

6.8 

3.9 

Dec.  1989 

151.5 

105.2 

44.1 

105.0 

4.3 

4.9 

7.0 

4.2 

Dec.  1990 

159.9 

109.9 

44.5 

110.3 

4.3 

5.0 

7.1 

4.2 

Dec.  1991 

157.3 

101.1 

40.6 

109.4 

4.1 

4.6 

6.8 

4.0 

Dec.  1992 

147.4 

93.1 

39.1 

98.8 

3.8 

4.3 

6.7 

3.5 

*  Assets  and  liabilities  include  those  on  the  books  of  International  Banking  Facilities  (IBFs). 

**  Amount  shown  in  this  table  as  percent  of  total  amount  shown  in  Statistical  Appendix  C,  Table  4B-4. 

Source:   Federal  Reserve  Board,  April  1993. 


Table  4B-4 
Selected  Assets  and  Liabilities  of  "Domestically  Owned" 
Commercial  Banks  Plus  U.S.  Offices  of  Foreign  Banks* 


"Domestically  Owned" 

Commercial  Banks** 

U.S.  Totals 

*** 

($billions) 

($billions) 

Total 

Total 

Business 

Total 

Total 

Total 

Business 

Total 

Year 

Assets 

Loans 

Loans 

Deposits 

Assets 

Loans 

Loans 

Deposits 

Dec.  1973 

823.5 

453.8 

155.9 

674.0 

855.7 

471.3 

168.7 

685.3 

Dec.  1974 

898.4 

497.4 

180.0 

734.8 

944.5 

525.4 

198.8 

751.8 

Dec.  1975 

935.6 

491.8 

171.1 

767.2 

988.0 

521.7 

191.0 

789.8 

Dec.  1976 

993.1 

513.5 

173.6 

815.7 

1,054.5 

548.9 

193.3 

841.8 

Dec.  1977 

1,116.8 

585.5 

191.6 

911.2 

1,193.5 

627.0 

213.6 

945.0 

Dec.  1978 

1,246.9 

675.9 

217.3 

994.5 

1,356.0 

741.2 

250.0 

1,040.9 

Dec.  1979 

1,363.4 

751.7 

247.1 

1,060.8 

1,513.0 

843.6 

295.3 

1,123.5 

Dec.  1980 

1,479.6 

787.8 

268.2 

1,146.1 

1,680.2 

909.1 

327.7 

1,226.6 

Dec.  1981 

1,611.7 

864.7 

310.0 

1,221.0 

1,862.3 

1,022.4 

383.6 

1,322.8 

Dec.  1982 

1,777.8 

953.6 

356.8 

1,334.3 

2,077.6 

1,138.8 

439.2 

1,488.5 

Dec.  1983 

1,922.3 

1,043.2 

376.6 

1,458.7 

2,251.1 

1,235.6 

461.1 

1,640.0 

Dec.  1984 

2,087.9 

1,234.5 

355.0 

1,582.3 

2,482.3 

1,454.6 

452.7 

1,816.0 

Dec.  1985 

2,289.7 

1,355.3 

374.8 

1,726.6 

2,730.5 

1,602.6 

483.6 

1,963.4 

Dec.  1986 

2,499.8 

1,493.4 

416.2 

1,902.3 

3,024.1 

1,770.3 

543.0 

2,180.5 

Dec.  1987 

2,524.3 

1,560.8 

411.7 

1,924.6 

3,116.9 

1,871.8 

559.6 

2,240.7 

Dec.  1988 

2,668.9 

1,666.3 

426.7 

2,040.6 

3,319.5 

2,005.1 

594.0 

2,375.8 

Dec.  1989 

2,828.0 

1,780.5 

442.3 

2,152.3 

3,563.7 

2,150.3 

626.6 

2,528.4 

Dec.  1990 

2,909.3 

1,812.9 

435.1 

2,262.4 

3,700.4 

2,210.8 

628.4 

2,646.3 

Dec.  1991 

2,954.3 

1,766.2 

392.7 

2,293.7 

3,815.0 

2,178.5 

599.1 

2,738.2 

Dec.  1992 

3,050.0 

1,758.5 

378.9 

2,330.3 

3,912.6 

2,163.3 

586.6 

2,786.9 

*  Assets  and  liabilities  include  those  on  the  books  of  International  Banking  Facilities  (IBFs). 

**  Excludes  commercial  banks  with  more  than  25  percent  foreign  ownership,  but  includes  commercial 

banks  owned  by  non-bank  foreigners. 

***  Includes  "domestically  owned"  commercial  banks,  U.S.  agencies  and  branches  of  foreign  banks,  and 

commercial  banks  and  New  York  investment  companies  with  more  than  25  percent  foreign  bank 

ownership,  but  not  Edge  Act  or  Agreement  Corporations.   U.S.  offices  of  Puerto  Rican  banks  are  not  included. 

Source:  Federal  Reserve  Board,  April  1993. 


Table  4B-3 

TOP  30  U.S.  BANK  HOLDING  COMPANIES 

AflsctA  and  RJBk-Baflcd  Capita]  McasurcA 

(1992  Capital  Rules,  June  30,  1992  daU,  Milliom  of  OoUara)) 


Bank  Hokjinf"  Company 


Top  Ten 


U.S. 

Risk 

Tk:rl 

Total 

Tierl 

Asset 

Total  U.S. 

Weighed 

Tierl 

Total 

Capital 

Capital 

Leverage 

Rank 

AMets 

Assets 

Capital 

Capital 

Ratio 

Ratio 

Ratio 

Market  Price 
to  Book  Value 
per  Share  (%) 


12/31/90 


6/30/92 


12/31/92 


Banc  One  Corp. 

10 

48,420 

40,181 

3,999 

5,101 

9.95 

12.68 

8.38 

153.3 

228.8 

248.9 

Bankers  Trust  New  York  Corp. 

7 

74,685 

48,075 

3,487 

6,374 

7.14 

13.03 

4.60 

141.3 

156.5 

173.4 

BankAmerica  Corp. 

2 

188,582 

172,979 

10,930 

18,414 

6.20 

10.40 

6.52 

97.4 

129.5 

129.6 

Chase  Manhattan  Corp. 

6 

97,428 

93,667 

5,852 

10,165 

6.25 

10.85 

5.88 

35.5 

87.8 

88.4 

Chemical  Banking  Corp. 

3 

142,405 

128,251 

8,930 

14,211 

6.96 

11.08 

6.51 

32.8 

119.7 

119.1 

Citicorp 

1 

219,312 

219,584 

9,490 

18,980 

4.30 

8.60 

4.26 

51.9 

98.1 

102.3 

First  Interstate  Bancorp. 

9 

49,499 

34,288 

2,841 

4,515 

8.28 

13.17 

5.86 

59.1 

125.1 

133.4 

Morgan  (J.P.)  &  Co. 

5 

107,528 

83,578 

6,333 

9,770 

7.54 

11.62 

5.49 

175.5 

175.7 

191.7 

NalioDsBank 

4 

110,678 

86,740 

6,705 

10,420 

7.72 

12.00 

6.05 

83.8 

164.4 

166.8 

Wells  Fargo  &  Co. 

8 

52,111 

43,374 

3,040 

5,213 

7.01 

12.02 

5.86 

100.8 

136.1 

133.0 

Regiooals 


Bancxnp  Hawaii 

47 

11,775 

7,657 

757 

854 

9.89 

11.15 

6.58 

124.6 

168.8 

149.1 

Bank  of  Boston  Corp. 

20 

32,277 

29,158 

1,760 

3,030 

6.04 

10.39 

5.68 

32.5 

124.4 

120.6 

Bank  of  New  York  Co. 

IS 

41,337 

41,935 

2,932 

4,481 

6.99 

10.69 

7.15 

50.1 

110.1 

141.0 

Bank  of  Montreal* 

38 

16,647 

11,855 

1,190 

1,426 

10.04 

12.03 

6.10 

NT 

NT 

NT 

Bamett  Banks,  Inc. 

19 

32,380 

24,138 

1,947 

2,856 

8.07 

11.83 

5.99 

70.7 

133.1 

162.4 

Boatmen's  Bancshaies 

33 

19,744 

13,262 

1,340 

1,727 

10.11 

13.02 

7.09 

96.0 

135.7 

150.8 

Comerica 

26 

26,755 

20,831 

1,769 

2,280 

8.49 

10.95 

6.91 

95.7 

180.9 

184.5 

Continmtal  Bank  Corp. 

27 

23,677 

23,642 

1,596 

2,288 

6.75 

9.68 

7.24 

37.4 

81.5 

89.9 

CorcStates  Financial  Corp. 

32 

21,588 

18,169 

1,558 

2,309 

8.57 

12.71 

7.40 

125.0 

168.5 

195.9 

Crestar  Financial  Corp 

48 

11,539 

9,329 

795 

1,038 

8.51 

11.10 

6.80 

59.4 

125.7 

154.5 

First  of  Anxsrica 

34 

19,452 

13,179 

1,159 

1,506 

8.80 

11.43 

6.06 

92.0 

150.7 

168.4 

First  Bank  System 

36 

17,766 

16,936 

1,509 

2,072 

8.91 

12.24 

8.51 

97.6 

167.8 

155.7 

First  Chicago  Corp. 

12 

47,391 

47,937 

3,235 

5,366 

6.75 

11.19 

6.06 

45.5 

100.8 

110.7 

First  Fidelity  Bancorp. 

23 

29,333 

19,111 

1,858 

2,529 

9.72 

13.24 

6.46 

79.3 

147.3 

161.0 

First  Union  Corp. 

11 

47,720 

32,495 

2,893 

4,473 

8.90 

13.76 

6.09 

74.2 

154.5 

167.3 

Firstar  Corporation 

45 

11,939 

9,020 

910 

1,132 

10.09 

12.55 

7.70 

72.5 

182.9 

197.6 

Fleet  Financial  Group,  Inc. 

14 

44,624 

28,132 

2,849 

4,206 

10.13 

14.95 

6.34 

62.3 

158.5 

167.9 

Huntington  Bancshares,  Inc. 

44 

12,682 

9,575 

867 

1,088 

9.06 

11.36 

6.87 

87.2 

219.4 

186.5 

KeyCorp 

29 

23,118 

17,125 

1,371 

1,823 

8.00 

10.65 

6.03 

139.1 

168.5 

189.8 

Marine  Midland  Banks  (HKSB)« 

40 

16,547 

12,511 

1,089 

1,999 

8.70 

15.98 

6.68 

NT 

NT 

NT 

MeUon  Bank  Corp. 

24 

29,180 

25,875 

2,069 

3,119 

8.00 

12.06 

7.01 

83.3 

122.8 

143.4 

Meridian  Bancorp,  Inc. 

46 

11,912 

9,780 

803 

1,004 

8.21 

10.27 

6.88 

60.5 

143.1 

160.7 

Michigan  National  Corp. 

50 

10,635 

7,808 

765 

924 

9.79 

11.83 

7.04 

33.5 

88.4 

95.5 

Midlanlic  Corp. 

41 

16,351 

13,116 

601 

1,061 

4.59 

8.09 

3.61 

15.6 

85.2 

115.6 

MNC  Financial,  Inc. 

39 

16,597 

12,784 

995 

1,380 

7.78 

10.80 

5.96 

28.5 

104.5 

118.8 

National  City  Corp. 

25 

28,627 

23,017 

2,222 

2,782 

9.65 

12.09 

7.78 

115.0 

163.7 

170.6 

National  Westminster* 

30 

22,707 

17,590 

1,283 

2,116 

7.29 

12.03 

5.90 

NT 

NT 

NT 

Northern  Trust 

43 

12,796 

9,755 

780 

1,170 

8.00 

12.00 

5.83 

170.1 

266.7 

264.0 

Norwest  Corp. 

16 

40,575 

25,339 

2,814 

3,692 

11.10 

14.57 

6.95 

142.0 

201.2 

221.3 

NBD  Bancorp 

22 

31,019 

23,820 

1,992 

2,780 

8.36 

11.67 

6.51 

132.1 

150.4 

178.6 

PNC  Financial  Corp. 

13 

45,455 

33,002 

3,447 

4,205 

10.45 

12.74 

8.09 

80.7 

169.5 

178.6 

Republic  New  York  Ckjrp. 

18 

33,350 

13,099 

1,943 

3,479 

14.82 

26.53 

6.03 

124.0 

127.5 

143.7 

Shawraut  National  Corp. 

31 

22,639 

16,438 

1,190 

1,836 

7.24 

11.17 

5.43 

31.1 

130.4 

130.4 

Signet  Banking  Corp. 

49 

11,218 

7,967 

749 

1,113 

9.39 

13.97 

6.63 

37.5 

141.4 

152.3 

Society  Corp. 

28 

23,528 

19,280 

1,575 

2,179 

8.16 

11.28 

6.78 

105.1 

200.7 

307.4 

State  Street  Boston  Corp 

37 

17,011 

8,122 

876 

1,008 

10.72 

12.29 

5.68 

183.4 

303.0 

344.5 

SunTrust  Banks,  Inc. 

17 

34,483 

25,706 

2,440 

3,199 

9.49 

12.44 

7.17 

125.1 

196.7 

202.1 

U.S.  Bancorp 

35 

19,284 

17,007 

1,340 

1,853 

7.88 

10.89 

7.17 

103.1 

160.7 

176.5 

UJB  Financial  Corp. 

42 

13,643 

10,178 

808 

958 

7.94 

9.41 

6.05 

41.4 

114.5 

138.6 

Wachovia  Corp. 

21 

31,445 

26,361 

2,593 

3,062 

9.84 

11.61 

8.27 

148.9 

200.0 

210.9 

TOP  TEN  TOTAL 

1,090,648 

950,717 

61,605 

103,164 

6.44 

10.78 

5.72 

89.3 

140.0 

146.1 

REGIONALS  TOTAL 

980,745 

752,039 

64,669 

91,403 

8.60 

12.15 

6.64 

83.2 

146.9 

161.6 

•  U.S.  Subsidiaries  of  Foreign  Banks 

55,901 

41,956 

3,562 

5,541 

8.49 

13.21 

6.37 

NT 

NT 

NT 

U.S.  TOP  50  TOTAL 

2,071,394 

1,702,756 

126,274 

194,567 

7.39 

11.38 

6.16 

84.7 

145.1 

157.3 

Noicfl:   NT  =  Dot  traded;   Leverage  ia  the  ratio  of  Tier  1  or  "core"  capital  to  average  total  assets  net  of  goodwill;  and  V.S.  capital  requirctncnls  arc  applied  at  tbe  individual  bank 

cstablisfamenl  level.   Data  are  for  June  30,  1992  except  where  otherwise  noted. 

Source:  Federal  Reserve  Boand,  Division  of  Banking  Si^iervision  and  Regulation,  Financial  Cocidition  of  the  Largest  Bank  Hokiing  Con^ianics,  1992  Review,  Tables  4,  29,  and  40. 


Table  4B-6 

TOP  25  U.S.  OFFICES  OF  FOREIGN  BANKS 

Assets  and  Business  Lending 

(Millions  of  Dollars) 


U.S.  Share 

World 
Rank 

of  Parent 

1991  Values 

1990-91  Valu 

Assets 

3,775 

e  Changes 

Bank  Family 

Assets 

Assets 

C&I  Loans 

C&I  Loans 

Bank  of  Tokyo 

22 

23.3 

50,970 

11,738 

(458) 

Mitsubishi  Bank 

6 

10.7 

41,933 

9,063 

(5,926) 

(262) 

Sanwa  Bank 

5 

8.8 

36,353 

7,888 

(912) 

(1,214) 

Industrial  Bank  of  Japan 

10 

11.5 

34,888 

10,254 

1,005 

1,191 

Fuji  Bank 

4 

8.1 

34,017 

8,674 

2,921 

312 

Dai-Ichi  Kangyo  Bank 

1 

6.8 

30,320 

7,152 

(686) 

(1,289) 

Sumitomo  Bank 

2 

7.1 

30,268 

8,007 

1,209 

(126) 

National  Westminster 

18 

11.1 

25,524 

8,475 

(1,517) 

(1,564) 

Bank  of  Montreal 

66 

25.0 

21,098 

6,458 

2,610 

803 

Marine  Midland  Banks  (HKSB) 

40 

16.9 

20,352 

3,658 

(669) 

(666) 

Sakura  Bank 

3 

4.6 

19,163 

6,727 

218 

(2,362) 

Bank  of  Nova  Scotia 

74 

21.8 

16,134 

7,769 

8,859 

6,044 

Swiss  Bank  Corp. 

33 

10.5 

16,028 

2,362 

4,537 

737 

Credit  Lyonnais 

9 

5.1 

15,625 

386 

7,065 

(111) 

Tokai  Bank 

14 

6.1 

15,511 

4,751 

(1,619) 

29 

Yasuda  Trust  &  Banking 

29 

8.1 

14,727 

3,465 

2,466 

(197) 

Lx>ng  Term  Credit  Bank  of  Japan 

23 

6.6 

14,575 

7,167 

(198) 

502 

Societe  Generate 

18 

6.4 

14,327 

4,224 

7,825 

3,580 

Algemene  Bank  Nederland 

16 

5.9 

14,241 

6,089 

7,351 

4,831 

Union  Bank  of  Switzerland 

28 

7.6 

13,911 

6,736 

5,646 

5,988 

Barclays  Group 

13 

5.4 

13,859 

1,532 

2,514 

(539) 

Mitsui  Trust  &  Banking 

19 

5.5 

12,392 

3,224 

(838) 

(1,902) 

Banque  Nationale  de  Paris 

12 

4.5 

12,361 

2,133 

2,372 

(429) 

Mitsubishi  Trust  &  Banking 

15 

4.5 

11,219 

3,852 

(2,410) 

(315) 

Banco  di  Roma 

80 

15.3 

10,639 

2,503 

424 

(484) 

TOP  25  TOTAL 

8.5 

540,434 

144,288 

46,022 

12,101 

13  Japanese  Banks  in  TOP  25 

12.2 

346,335 

91,961 

(995) 

(6,090) 

Other  TOP  25 

5.5 

194,099 

52,326 

47,017 

18,191 

All  Foreign  Offices 

863,287 

206,722 

69,718 

13,272 

Japanese  Office  Totals 

428,116 

113,167 

(8,159) 

(7,135) 

NonJapanese  Office  Totals 

435,171 

93,555 

77,877 

20,407 

Sources:   FFIEC  Call  Reports.   World  ranks  and  total  parent  assets  used  to  calculate  shares  of  parent  assets  are  from 
American  Banker. 


Table  4B-7A 

Commercial  Bank  Risk-Based  Premium  System 

FDIC  Deposit  Insurance  Rate  Schedule 

(June  30,  1992  data) 


Capital 

Rate  Schedule  (cents  per  $100) 
Supervisory  Subgroups 

Weighted 
Average 

Capital  Category 

Requirements* 

A                   B 

C 

Rates 

Well  Capitalized 

10/6/5 

23                 26 
26                 29 

29 
30 

24.0 

Adequately  Capitalized 

8/4/4 

28.5 

Undercapitalized <  8/4/4 


29 


30 


31 


30.7 


Average  of  all  insured  banks 


25.4 


*  Numbers  in  this  column  refer,  respectively,  to  minimum  risk-adjusted  total  and   "Tier  1"  or 
"core"  capital  to  asset  ratios,  and  the  "Tier  1"  leverage  ratio.   Leverage  is  defined  as  the  ratio  of 
"Tier  1"  capital  to  average  total  assets  net  of  goodwill. 

"Tier  1"  or  "core"  capital  consists  of  common  stockholders'  equity;  qualifying  noncumulative 
perpetual  preferred  stock;  and  minority  interests  in  the  equity  accounts  of  consolidated 
subsidiaries  minus  goodwill. 

"Tier  2"  or  supplementary  capital  consists  of  qualifying  loan  and  lease  loss  reserves;  perpetual 
preferred  stock;  mandatory  convertible  notes;   mandatory  convertible  notes;  perpetual  debt;  and 
subordinated  term  debt  minus  50  percent  of  the  investment  in  certain  subsidiaries  and  minus  50 
percent  of  the  reciprocal  holdings  of  the  capital  instruments  of  other  banking  companies. 
Source:   FDIC,  Federal  Register,  Vol.  57,  No.  191,  October  1,  1992. 


Table  4B-7B 
Bank  Characteristics  by  Capital  and  Supervisory  Risk  Categories 

(June  30,  1992  data) 


Supervisory  Subgroups* 

Capital  Category 

A 

B 

C 

Totals 

Number  of  Banks** 

Well  Capitalized 

Adequately  Capitalized.... 

9,115 
192 

1,766 
164 

363 

174 

11,244 
530 

Undercapitalized 

18 

26 

222 
Total 

266 
12,040 

Assets  ($Billions) 

Well  Capitalized 

Adequately  Capitalized.... 

1,721 
229 

470 
568 

123 
336 

2,314 
1,133 

Undercapitalized 

17 

9 

75 

101 

,    '-^y 

Total 

3,548 

Deposit  Base  ($Billions) 

Well  Capitalized 

Adequately  Capitalized. . . . 

1,215 
158 

361 
321 

94 

157 

1,670 
636 

Undercapitalized 

8 

3 

65 
Total 

76 
2,382 

*  In  addition  to  the  capital  categories,  the  FDIC  assigns  each  institution  to  one 
of  three  subgroups  based  on  an  evaluation  of  the  risk  posed  by  the  institution. 
Group  "A"  is  for  institutions  that  are  financially  sound  and  with  only  a  few 
minor  weaknesses.   Group  "B"  is  for  institutions  with  weaknesses  which,  if  no 
corrected,  could  result  in  significant  deterioration  of  the  institution  and 
increased  risk  to  the  insurance  fund.   Group  "C"  is  for  institutions  that  pose  a 
substantial  probability  of  loss  to  the  insurance  fund  unless  effective  corrective 
action  is  taken. 

**  Includes  355  savings  banks  as  well  as  11,685  commercial  banks. 
Source:  FDIC,  Office  of  Research  and  Statistics,  November  19,  1992. 


Table  4B-7C 

Bank  Characteristics  by  Capital  and  Supervisory  Risk  Categories 

For  FDIC-  Insured  U.S.  Subsidiaries  of  Foreign  Banks 

(June  30,  1992  data) 


Capital  Category 


Supervisory  Subgroups* 


B 


Totals 


Number  of  U.S.  Subsidiaries** 


Well  Capitalized 

Adequately  Capitalized. 

Undercapitalized 


53 

15 

5 

73 

8 

2 

2 

12 

0 

0 

0      _ 

0 

Total 

85 

*  See  note  for  Table  4B-7D. 

**  Only  includes  subsidiaries  insured  by  the  FDIC.   Numbers  are  included  in 

Statistical  Appendix  C,  Table  4B-7B. 

Source:   FDIC,  Office  of  Research  and  Statistics,  January  28,  1993 


Table  4B-7D 

Bank  Characteristics  by  Capital  and  Supervisory  Risk  Categories 

For  FDIC-Insured  U.S.  Branches  of  Foreign  Banks 

(June  30,  1992  data) 


Supervisory  Subgroups'* 


Capital  Category 


B 


Totals 


Well  Capitalized 

Adequately  Capitalized. 

Undercapitalized 


Number  of  Foreign  Branches 


** 


23 
1 


10 
1 

1 


9 
1 


Total 


42 
3 


52 


*  In  addition  to  the  capital  categories,  the  FDIC  assigns  each  institution 
to  one  of  three  subgroups  based  on  an  evaluation  of  the  risk  posed  by  the 
institution.   Group  "A"  is  for  institutions  that  are  financially  sound  and  with 
only  a  few  minor  weaknesses.    Group  "B"  is  for  institutions  with 
weaknesses  which,  if  not  corrected,  could  result  in  significant 
deterioration  of  the  institution  and  increased  risk  to  the  insurance  fund. 
Group  "C"  is  for  institutions  that  pose  a  substantial  probability  of  loss  to 
the  insurance  fund  unless  effective  corrective  action  is  taken. 
**  Only  includes  the  52  (out  of  a  total  of  383)  branches  of  foreign  banks  with 
deposits  insured  by  the  FDIC.    Numbers  are  in  addition  to  those  in  Statistical 
Appendix  C,  Table  4B-7B. 
Source:   FDIC,  Office  of  Research  and  Statistics,  January  27,  1993 


Table  4B-8 

Lxians  in  the  United  States  by  Type  and  Country 

(SBillions,  December  1991) 


Totals 

Country  of  Foreign  Parent 

Loan  Portfolio 

U.S. 

Domestic 

Foreign 

Japan 

Canada 

Switzerland 

France 

U.K. 

Germany 

Other 

Total  Loans 

2178.5 

1766.2 

412.3 

210.0 

29.7 

20.7 

18.1 

25.2 

7.7 

100.9 

C&I 

599.9 

392.7 

207.2 

112.8 

16.8 

9.7 

8.2 

11.1 

2.6 

46.1 

Financial 

109.9 

42.5 

67.4 

20.0 

2.3 

8.2 

5.5 

3.7 

4.3 

23.4 

Real  Estate 

872.5 

781.7 

90.8 

58.7 

7.3 

0.5 

1.7 

6.1 

0.3 

16.2 

Other 

596.3 

549.4 

46.9 

18.6 

3.3 

2.3 

2.7 

4.2 

0.5 

15.2 

Total  Loans 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

C&I 

27.5 

22.2 

50.3 

53.7 

56.5 

46.9 

45.2 

44.2 

33.8 

45.7 

Financial 

5.0 

2.4 

16.3 

9.5 

7.6 

39.6 

30.2 

14.7 

55.8 

23.2 

Real  Estate 

40.1 

44.3 

22.0 

27.9 

24.7 

2.4 

9.4 

24.3 

3.9 

16.0 

Other 

27.4 

31.1 

11.4 

8.8 

11.2 

11.1 

15.1 

16.8 

6.5 

15.1 

- 

Adjusted  for  Offshore  Cayman  Islands'  Loan! 

Total  Loans 

2332.1 

1766.2 

564.3 

217.4 

36.4 

38.7 

38.0 

27.7 

30.2 

175.9 

C&I 

753.5 

392.7 

359.2 

120.2 

23.5 

27.7 

28.1 

13.6 

25.1 

121.1 

Financial 

109.9 

42.5 

67.4 

20.0 

2.3 

8.2 

5.5 

3.7 

4.3 

23.4 

Real  Estate 

872.5 

781.7 

90.8 

58.7 

7.3 

0.5 

1.7 

6.1 

0.3 

16.2 

Other 

596.3 

549.4 

46.9 

18.6 

3.3 

2.3 

2.7 

4.2 

0.5 

15.2 

Memo:   Offshore  Cayman 

Islands'  Loans 

152.0 

7.4 

6.7 

18.0 

19.9 

2.5 

22.5 

75.0 

Total  T  xians 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

C&I 

32.3 

22.2 

63.7 

55.3 

64.5 

71.6 

73.9 

49.3 

83.1 

68.8 

Financial 

4.7 

2.4 

11.9 

9.2 

6.2 

21.2 

14.4 

13.4 

14.2 

13.3 

Real  Estate 

37.4 

44.3 

16.1 

27.0 

20.2 

1.3 

4.5 

22.1 

1.0 

9.2 

Other 

25.6 

31.1 

8.3 

8.5 

9.1 

5.9 

7.2 

15.3 

1.7 

8.7 

Sources:   FFIEC  call  repott  data  on  U.S. -owned  banks  and  FRB  country  tabulations  on  loan  portfolios  of  U.S.  offices  of  foreign-owned  banks. 
Estimates  of  Cayman  Islands'  business  loans  from  FRBNY  Quarterly  Review,  Spring  1992. 


Table  5-1 

Payroll  per  Employee  for  All  Establishments,  Foreign-Owned  Establishments, 

and  U.S. -Owned  Establishments,  by  Major  Manufacturing  Industry,  1987 

(In  dollars) 


Industry 


All  Foreign-owned 

establishments      establishments 


U.S. -owned 
establishments 


Manufacturing 

Food  &  kindred  products 

Tobacco  products 

Textile  mill  products 

Apparel  &  other  textile  products     

Limiber  &  wood  products     

Furniture  &  fixtures 

Paper  &  allied  products 

Printing  &  publishing 

Chemicals  &  allied  products 

Petroleum  &  coal  products  manufacturing 
Rubber  &  miscellaneous  plastics  products 

Leather  &  leather  products 

Stone,  clay,  &  glass  products    

Primary  metal  industries    

Fabricated  metal  products 

Machinery,  except  electrical 

Electric  &  electronic  equipment 

Transportation  equipment 

Instruments  &  related  products    

Miscellaneous  manufacturing  industries    . 
Administrative  &  auxiliary 


25,100 


27,983 


24,886 


20,891 

23,445 

20,681 

33,235 

(D) 

(D) 

16,979 

18,985 

16,887 

12,867 

16,296 

12,836 

18,194 

20,168 

18,154 

17,780 

16,703 

17,814 

27,580 

28,665 

27,498 

22,383 

24,681 

22,300 

30,733 

33,375 

30,026 

34,480 

37,282 

33,958 

21,147 

24,158 

20,895 

14,191 

(D) 

(D) 

23,580 

26,050 

23,233 

28,209 

29,343 

28,067 

24,005 

26,152 

23,911 

27,409 

27,532 

27,401 

24,758 

23,649 

24,893 

32,349 

28,103 

32,483 

29,294 

27,184 

29,463 

18,392 

21,312 

18,220 

38,263 

40,686 

37,976 

D  =  Suppressed  to  avoid  disclosure  of  data  of  individual  companies. 


Table  5-2 

Measures  of  Capital  Intensity,  Worker  Skill  Level,  and  Plant  Scale: 

Averages  for  Manufacturing  Industries  Grouped  by  Foreign-Owned  Establishments'  Employment  Share,  1987 


Number  of 
industries 

....           459 

Percent 

Capital 

intensity: 

NonpayroU 
share  of 

value  added 

60.4 

Dollars 

Worker  skill  level 

All  industries 

Payroll 

per 
employee 

23,006 

Production 

worker 

hourly  wages 

9.99 

Plant  scale: 
Value  added 

per 
establishment 

11,038,387 

Percentage  of  total  industry  employment 
accounted  for  by  foreign-owned 
establishments: 


0 

0.1-4.9  . 
5.0-9.9  . 
10.0-14.9 
15.0-19.9 
20.0-24.9 
25.0  or  more 


35 

59.0 

18,933 

8.39 

16,497,665 

175 

56.1 

21,608 

9.44 

6,248,511 

114 

60.8 

23,833 

10.18 

16,641,365 

60 

63.8 

24,419 

10.53 

9,062,997 

29 

70.5 

24,260 

10.67 

10,593,963 

21 

65.0 

25,978 

11.45 

10,682,473 

25 

66.4 

27,380 

11.87 

16,930,380 

Addendum: 

Coefficient  of  correlation 
between  industry  measure  and 
foreign-owned  establishments' 
share  of  employment/ 1/  .  .  . 


0.342* 


0.302* 


0.293* 


0.034 


*  Statistically  significant  at  the  5-percent  level. 

1.  A  coefficient  of  correlation  between  two  variables  may  take  on  a  value  between  -1  and  1,  with  absolute 
values  closer  to  1  indicating  a  stronger  linear  relationship,  and  with  the  sign  indicating  whether  it  is  a  direct  or 
inverse  relationship.   The  Student's  t  test  was  used  to  determine  whether  the  coefficients  were  significantly 
different  from  zero. 

NOTE. —The  measures  of  capital  intensity,  worker  skill  level,  and  plant  scale  were  computed  for  all  U.S. 
businesses  in  each  of  the  459  four-digit  manufacturing  industries  using  data  from  the  Census  of  Manufactures. 
The  averages  shown  are  the  imweighted  averages  of  these  measures  for  all  industries  in  a  given  size  group 
(defined  by  the  share  of  industry  employment  accounted  for  by  foreign-owned  establishments). 


Capital  intensity: 

Nonpayroll  share  of 
value  added  (percent): 


Table  5-3 

Average  Employment  Shares  of  Foreign-Owned  Establishments  in  Manufacturing  Industries  Grouped 

by  Level  of  Capital  Intensity,  by  Selected  Country  of  UBO,  1987 


All  industries 


Percentage  of  total  industry  employment  accounted  for  by  establishments  with  UBO's  in- 


Federal 

Number  of 

All 

Republic 

Nether- 

United 

industries 

countries 

Canada 

France 

of  Germany 

Japan 

lands 

Kingdom 

459 

8.5 

1.1 

0.7 

1.0 

0.6 

0.6 

2.2 

Less  than  40.0 
40.0-49.9  .  .  . 
50.0-59.9  .  .  . 
60.0-69.9  .  .  . 
70.0-79.9  .  .  . 
80.0  or  more  . 


5 

1.4 

0 

1.0 

0 

0 

0 

.4 

64 

5.1 

.5 

.6 

.7 

.5 

.8 

.8 

188 

7.1 

.8 

.5 

.8 

.5 

.3 

2.2 

111 

8.8 

1.4 

.7 

1.0 

.8 

.4 

2.1 

62 

12.6 

1.7 

.9 

1.7 

.8 

1.2 

2.5 

29 

16.7 

2.4 

1.0 

1.2 

.8 

1.1 

5.8 

Addendimi: 

Coefficient  of  correlation 
between  capital  intensity 
and  foreign-owned 
establishments'  share  of 
employraent/1/ 


0.342* 


0.175* 


0.044 


0.105* 


0.065 


0.140* 


0.244* 


UBO  =    Ultimate  beneficial  owner 

1.  See  footnote  1  to  Appendix  C,  Table  5-2. 

*  Statistically  significant  at  the  5-percent  level. 

NOTE.— The  nonpayroll  share  of  value  added  was  computed  for  all  U.S.  businesses  in  each  of  the  459  four-digit  manufacturing  industries  using  data  from  the  Census  of 

Manufactures.   Industries  are  grouped  by  the  nonpayroll  share  of  value  added.    The  average  employment  shares  shown  arc  unweighted  averages  for  all  industries  in  a  gtven 

size  group. 


Table  5-4 

Average  Employment  Shares  of  Foreign-Owned  Establishments  in  Manufacturing  Industries  Grouped 

by  Level  of  Employee  Skill,  by  Selected  Countiy  of  UBO,  1987 


Percentage  of  total  industry  employment  accounted  for  by 
establishments  with  UBO's  in— 


Number  of 

All 

industries 

countries 

459 

8.5 

Employee  skill  level: 

Payroll  per  employee  (dollars): 

Less  than  15,000    .  .  . 

54 

2.6 

15,000-  19,999 

99 

7.3 

20,000  -  24,999 

148 

7.4 

25,000  -  29,999 

101 

12.6 

30,000  -  34,999  .... 

41 

12.8 

35,000  or  more    .... 

16 

9.1 

Canada 


LI 


.3 

.6 

.8 

L9 

l.% 

2.9 


France 
0.7 


.1 
.7 
.6 
.9 
M 
.5 


Federal 

Rq>ublic 

of  Germanv 

1.0 


.2 

.3 

.8 

1.7 

2.2 

1.4 


Japan 
0.6 


Nether- 
lands 

0.6 


(/I/) 
.8 
.5 
.5 
.8 
1.1 


United 
Kingdom 

2.2 


.7 
2.2 
2.1 
3.1 
3.2 
1.0 


Addendum: 

Coefficient  of  correlation 
between  employee  skill  level  and 
foreign-owned  establishmoits'  share 
of  employment/2/ 


0.302* 


0.196» 


0.077 


0.217* 


0.050 


0.074 


0.122* 


UBO  =  Ultimate  beneficial  owner 

1.  Less  than  0.05  percent 

2.  See  footnote  1  to  Appendix  C,  Table  5-2. 

*  Statistically  significant  at  the  5-percent  level. 

NOTE.— Payroll  per  employee  was  computed  for  all  U.S.  businesses  in  each  of  the  459  four-digit  manufacturing  industries  using  data  from  the  Ceaavs  of  Manufactures. 

Industries  are  grouped  by  the  size  of  payroll  per  employee.   The  average  employment  shares  shown  are  unweighted  averages  for  all  industries  in  a  given  size  group. 


Table  5-5 

Average  Employment  Shares  of  Foreign-owned  Establjshments  in  Manufacturing  Industries  Grouped 

by  R&D  Activity,  by  Selected  Country  of  UBO,  1987 


Number  of 

All 

industries 

countries 

All  industries 54 

8.3 

R&D  activity: 

R&D  employment  as  a  percentage 

of  total  industry  employment: 

0-1.9 21 

6.6 

2.0-3.9    15 

8.0 

4.0-5.9    7 

8.0 

6.0-7.9    7 

13.9 

8.0  or  more    4 

8.7 

Percentage  of  total  industry  employment  accounted  for  by 
establishments  with  UBO's  in- 


Canada 


1.3 


1.0 
1.2 

.9 
3.4 

.3 


France 


0.6 


Federal 

Republic 

of  Germany 


1.0 


.3 

.9 

1.3 

2.6 

1.3 


Japan 


0.6 


.4 
.5 
.7 
1.3 
.8 


Nether- 
lands 


0.6 


.3 
.7 
.5 
1.1 
.8 


United 
Kinndom 

2.0 


2.2 
1.7 
2.0 
2.2 
2.0 


Addendum: 

Coefficient  of  correlation 
between  R&D  activity  and 
foreign-owned  establishments' 
share  of  employment/ 1/    .  . 


0.286* 


0.094 


0.057 


0.351* 


0.365* 


0.233 


-0.044 


UBO  =  Ultimate  beneficial  owner 

R&D  =  Research  and  development 

1 .  See  footnote  1  to  Appendix  C,  Table  5-2. 

•  Statistically  significant  at  the  5-percent  level. 

NOTE.— The  percentage  of  total  employment  accounted  for  by  R&D  employees  was  computed  for  the  54  industries  using  U.S.  parent  company  data  from  a  BEA  survey  of 

U.S.  direct  investment  abroad.   Industries  are  grouped  by  the  percentage  of  U.S.  parent  companies'  employees  engaged  in  R&D.    The  average  employment  shares 

shown  are  unweighted  averages  for  all  industries  in  a  given  size  group. 


Table  5-6 
Employment  in  U.S.  Affiliates:  BEA  Enterprise  Data  Compared  With  Coiaus  Bureau  Establishment  Data,  1987 

(Thousands  of  employees) 


Industries 


BEA  enterprise  data 

Census  data  for 
Census 

BEA  linked 

AfFUiates 

enterprises 

linked  to 

establishments 

less  Census 

All                                  Census 

linked  to  BEA 

linked 

affiliates                       establishments 

affiliates 

establishments 

All  industries 

Agriculture,  forestry,  &  fishing/1/ 

Mining 

Constiuction/2/ 

Manufacturing 

Of  which: 

Food  &  kindred  products    

Chemicals  &  allied  products 

Petroleum  &  coal  products  manufacturing 

Primary  metal  industries 

Fabricated  metal  products 

Machinery,  except  electrical 

Electric  &  electronic  equipment 

Printing  &  publishing 

Stone,  clay,  &  glass  products 

Instruments  &  related  products 

Transportation  equipment 

Of  which: 
Motor  vehicles  &  equipment    . ' 

Transportation  &  public  utilities/3/ 

'Wholesale  trade    

Of  which: 
Motor  vehicles  &  equipment 

Retail  trade 

Finance,  insurance,  &  real  e8tate/2/ 

Services 

Private  education  &  noncommercial 

establishments 

Unclassified  establishments     


3,333.9 


3.229.2 


3,228.9 


14.3 

12.4 

2.1 

35.5 

31.4 

97.6 

52.4 

49.2 

51.4 

1,633.2 

1,579.0 

1,311.4 

142.6 

138.9 

110.2 

395.8 

392.7 

171.8 

90.6 

90.5 

18.2 

85.5 

84.5 

78.1 

73.8 

73.1 

61.4 

109.3 

104.8 

116.0 

216.8 

213.4 

170.3 

77.2 

74.2 

51.8 

103.2 

93.6 

64.5 

64.6 

49.0 

72.8 

55.7 

52.9 

55.8 

33.2 

31.0 

40.5 

98.0 

95.5 

94.3 

334.9 

325.7 

343.3 

71.4 

71.2 

30.2 

560.4 

553.9 

628.8 

314.8 

307.6 

310.9 

290.3 

274.5 

390.7 

-4 

n.a. 

n.a. 

.2 

n.a. 

n.a. 

.6 

0.3 

10.3 
-66.2 

-2.2 
267.6 

28.7 
220.9 

72.3 
6.4 

11.6 
-11.2 

43.1 

22.5 

29.1 
-23.8 

-2.9 

-9.5 

1.2 

-17.6 

41.0 

-74.9 

-3.3 

-116.2 


n.a. 
n.a. 


n.a.   Not  applicable. 

1.  For  the  Census  Bureau  data,  excludes  agricultural  production  of  crops  and  livestock  (SIC  01  and  02). 

2.  For  the  Census  Bureau  data,  includes  'land  subdividers  and  developers,  excq>t  cemeteries'  (SIC  6552). 

3.  For  the  Census  Bureau  data,  excludes  railroads. 

NOTE.— In  this  table,  unlike  in  most  BEA  tables  published  elsewhere  on  direct  investment,  petroleum  is  not  shown  as  a  separate  major  industry.  Instead,  in  order  to  be 
consistent  with  Census  Bureau  practice,  data  for  the  various  petroleum  subiodustries  are  distributed  among  the  other  major  industries.   Thus,  manufacturing 
includes  petroleum  and  coal  products,  wholesale  trade  includes  petroleum  wholesale  trade,  retail  trade  includes  gasoline  service  stations,  and  so  on. 


Table  5-7 
Employment  of  U.S.  Affiliates,  laduatry  of  BEA  Enterprise  by  Industry  of  Census  Bureau  EstitbUshmeat,  1987 

(Thousanda  of  employees) 


Line    Industry  of  BEA  enterprise 


BEA 

enterprise 

data  for 

affiliates 

that 

linked  to 

Census 

Bureau 

estab- 

lishments 

(1) 


Census  Bureau  establishment  data  for  linked  affiliates 


Total 
by 
industry 
of  BEA 
enter- 
prise 


(2) 


Industry  of  Census  Bureau  establishment 


1  Total 3,229.2  3,228.9 

2  Agriculture,  forestry,  &  fishing  12.4  2.4 

3  Mining 24.6  25.4 

4  Construction 49.2  43.0 

5  Petroleum 112.7  119.0 

6  Manufacturing 1,488.5  1,463.2 

Of  which: 


7 

Food  and  kindred  products  .  .  . 

138.9 

143.2 

8 

Chemicals  and  allied  products  . 

392.7 

403.4 

9 

Primary  metal  iiKiustries    .... 

84.5 

81.0 

10 

Fabricated  metal  products    .  .  . 

73.1 

70.0 

11 

Machinery,  except  electrical  .  . 

104.8 

110.6 

12 

Electric  and  electronic  equipment 

213.4 

199.9 

13 

Printing  and  publishing 

74.2 

54.7 

14 

Stone,  clay,  and  glass  products 

93.6 

93.8 

15 

Instruments  and  related  products 

49.0 

56.5 

16 

Transportation  equipment .... 
Of  which: 

52.9 

52.6 

17 

Motor  vehicles  and  equipment  . 

31.0 

31.1 

18 

Transportation  and  public  utilities 

93.8 

76.2 

19 

Wholesale  trade    

313.7 

321.1 

Of  which: 

20 

Motor  vehicles  and  equipment . 

71.2 

73.2 

71 

Retail  trade 

552.3 
307.6 

536.3 

22 

Finance,  insurance,  and  real  estate 

331.5 

23 

Services 

274.5 

310.8 

Agricult- 
ural 
services 
forestry, 

and 
fishing 


Mining        Constr- 


Manufacturing 


(3) 


2.1 
.3 
0 
0 
.2 
.5 

E 
C 
0 
0 
0 
0 
0 
0 
0 
0 

0 

B 

.5 

0 

A 


(4) 
97.6 
A 
19.9 
B 
28.1 
45.4 


A 

J 

6.5 

E 

1.5 

A 

0 

6.3 

I 

0 


G 

1.3 

0 

0 

.4 


uction       Total 
/I/ 


Of  which: 


C 

.1 
.1 

H 
E 
E 
A 
2.0 
C 
C 


.1 

1.3 

F 

E 

5.8 

3.8 


(5)  (6) 

51.4  1,311.4 

0  F 

B  3.3 

34.0  3.0 

0  37.7 

6.3  1,119.1 


85.9 
303.2 
68.2 
60.6 
82.8 
166.3 
41.7 
76.0 
37.6 
46.3 

26.8 

G 

123.2 

35.2 

6.7 

3.5 

11.7 


Food  Chemicals  Primary 

and              and  metal 

kindred         allied  indus- 

products      products  tries 


(7) 

110.2 
F 
0 
E 
H 
86.7 

74.9 
11.6 
0 
B 
0 
B 
0 
0 
0 
0 

0 

G 

14.9 

0 

2.7 

F 


(8) 

171.8 

0 

B 

0 

5.7 

161.7 

.9 

149.8 

2.6 

H 

E 

.6 

E 

1.3 

.7 

0 

0 

0 

3.9 

0 

0 

C 


(9) 
78.1 
0 
.5 
0 
E 
70.7 

A 

E 

49.0 

7.7 

1.5 

1.8 

0 

E 

E 

I 

F 

A 

6.1 

C 

0 

E 


0 


Fabric- 
ated 
metal 
prod- 


(10) 

61.4 

B 

B 

1.1 

1.0 

55.5 

C 

7.6 

4.1 

27.7 

2.1 

3.0 

.2 

1.4 

E 

4.9 

H 

B 

3.0 
E 
0 


.2 


1.  Includes  'land  subdividers  and  developers,  except  cemeteries'  (SIC  6552). 

2.  Excludes  railroads. 

3.  Consists  of  private  education  and  noncommercial  establishments  and  unclassified  establishments. 

NOTE. -Size  ranges  are  given  in  employment  cells  that  are  suppressed.   The  size  ranges  are:  A--0  to  19;  B-20  to  99;  C--100  to  249;  B-250  to  499;  F~500  to 
999;  G--1,000  to  2.499;  H~2,500to  4,999;  1-5,000  to  9,999;  J-10,000  to  24,999;  K-25,000  to  49,999;  1^-50,000  to  99,999;  M-lOO.OOOor  mote. 

Unsuppressed  cells  with  between  0  and  ISO  employees  are  shown  as  0.1. 

The  distribution  of  the  BEA  employment  data  among  industries  shown  in  column  1  differs  from  that  in  table  H  because,  in  the  stub  for  this  table,  petroleum  is 
shown  as  a  separate  major  industry  in  order  to  be  consistent  with  previously  published  BEA  data.  In  this  table,  the  major  industry  'petroleum*  mcludes  affiliate 
employment  in  the  various  petroleum  subindustries.   All  of  the  other  major  industries  exclude  these  petroleum  subindustries.  For  example,  mining  excludes  crude 
petroleum  (no  refining)  and  natural  gas,  manufacturing  excludes  petroleum  and  coal  products,  wholesale  trade  excludes  petroleum  wholesale  trade,  and  so  on. 


Table  5-7  (continued) 
Employment  of  U.S.  AfTUiates,  Industry  of  BEA  Enterprise  by  Industry  of  Census  Bureau  Establishment,  1987 

(Thousands  of  employees) 


Census  Bureau  establishment  data  for  linked  affiliates  (continued) 

Employment 
of  BEA  enter- 
prises that 
linked,  less 
employment 

Industry  of  Census  Bureau  establishment  (continued) 

M  Manufacturing  (continued) 

Trans- 
tation  and 
public 

Wholesale  trade 
Total       Of  which: 
Motor  ve- 

Retail 
trade 

Finance, 
insurance, 
and  real 

Services 

Other/3/ 

Of  which: 

Mach- 

Electric 

Printing 

Stone, 

Instru- 

Transportation 

inery, 

and  elec- 
tronic 

and 
publish- 

clay and 
glass 

ments 
and 

equipment 

utilities 

121 

vehicles 
and 

estate/1/ 

of  Census 
Bureau 

except 

Total 

Of  which: 

elect- 

equip- 

ing 

products 

related 

Motor 

equip- 

establish- 

rical 

ment 

products 

(16) 

vehicles 
and 
equipment 
(17) 

(18) 

ment 

ments  that 

linked 

(CoU.  1-2) 

(25) 

Line 

(11) 

(12) 

(13) 

(14) 

(15) 

(19) 

(20) 

(21) 

(22) 

(23) 

(24) 

116.0 

170.3 

51.8 

64.5 

72.8 

55.8 

40.5 

94.3 

343.3 

30.2 

628.8 

310.9 

390.7 

0.8 

0.3 

1 

0 

0 

0 

0 

0 

0 

0 

0 

.9 

0 

0 

C 

B 

0 

10.0 

2 

B 

0 

0 

1.3 

A 

0 

0 

F 

.7 

0 

B 

.3 

F 

A 

-  .8 

3 

E 

c 

0 

E 

B 

0 

0 

E 

.5 

0 

E 

.5 

4.2 

A 

6.2 

4 

.6 

.8 

0 

E 

B 

A 

0 

9.4 

12.0 

A 

28.9 

1.0 

1.6 

.1 

-6.3 

5 

99.2 

141.8 

45.5 

61.2 

66.8 

33.7 

20.8 

7.9 

145.8 

I 

74.1 

3.8 

59.9 

.4 

25.2 

6 

C 

0 

0 

B 

E 

0 

0 

.4 

21.8 

0 

20.7 

.2 

13.4 

E 

-4.4 

7 

8.0 

12.4 

2.2 

1.6 

12.6 

H 

F 

3.6 

35.9 

.4 

J 

1.2 

J 

A 

-10.7 

8 

2.3 

1.3 

G 

2.0 

.5 

E 

E 

.1 

3.1 

B 

G 

.1 

1.1 

A 

3.5 

9 

5.4 

3.0 

0 

1.9 

1.6 

2.2 

1.2 

C 

3.7 

E 

A 

B 

H 

0 

3.1 

10 

60.0 

7.0 

G 

C 

1.6 

1.0 

C 

B 

16.8 

.4 

E 

.2 

8.4 

A 

-5.9 

11 

10.3 

113.3 

0 

1.3 

15.8 

1.7 

E 

.2 

27.7 

.3 

F 

.5 

4.2 

A 

13.4 

12 

E 

0 

37.2 

0 

B 

0 

0 

.8 

I 

0 

G 

E 

2.9 

A 

19.5 

13 

2.0 

.7 

0 

53.7 

4.3 

G 

F 

.6 

7.0 

F 

.5 

.4 

1.1 

.1 

-.3 

14 

G 

G 

0 

0 

27.2 

G 

G 

0 

I 

A 

0 

.1 

2.8 

0 

-7.5 

15 

6.3 

G 

0 

E 

G 

20.4 

14.1 

G 

4.2 

1.9 

A 

C 

.4 

A 

.3 

16 

H 

B 

0 

0 

F 

14.4 

14.0 

G 

2.8 

1.7 

A 

C 

C 

A 

-.2 

17 

0 

B 

0 

0 

A 

B 

B 

65.6 

.9 

0 

F 

.3 

5.4 

A 

17.6 

18 

14.1 

23.6 

G 

.8 

5.3 

21.0 

19.6 

3.4 

169.6 

24.6 

10.7 

3.3 

7.7 

.1 

-7.4 

19 

2.8 

.8 

0 

A 

C 

19.9 

19.6 

F 

33.4 

23.6 

1.4 

1.1 

.7 

A 

-2.0 

20 

0 

B 

A 

0 

C 

0 

0 

G 

8.7 

C 

505.4 

1.2 

12.2 

A 

16.1 

21 

B 

E 

F 

B 

B 

B 

B 

.5 

1.0 

B 

3.0 

295.7 

23.6 

C 

-23.9 

22 

1.5 

3.5 

H 

0 

.5 

B 

B 

4.5 

3.1 

0 

5.6 

H 

275.5 

.2 

-36.3 

23 

Table  6-1 

Foreign  Direct  Investment  Position 

(Billion  dollars) 


Industry  1980 

Manufacturing: 
Industrial  inorganic  chemicals    .... 

Drugs 

Computers  &  office  equip 

Audio,  video,  &  communications   .  . 

Electronic  components 

Other  transportation  equip 

Instruments  &  related  prods 

Services: 

Computer  &  data  processing 

Engineering  &  architectural     

Total  High  Technology 

All  Affiliates 

High  Technology  Share 

of  Total  (percent)     14.3% 


1987 


1990 


6.2 

14.6 

25.1 

1.5 

5.6 

12.4 

0.4 

1.4 

2.7 

1.1 

5.2 

5.4 

1.5 

1.3 

3.9 

0.3 

1.2 

0.5 

0.6 

4.3 

5.7 

0.1 

0.7 

2.3 

0.1 

3.1 

1.2 

11.5 

37.5 

59.2 

83.0 

263.4 

396.7 

14.9% 


14.8% 


Sources:   Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the  United  States, 
1980;  Foreign  Direct  Investment  in  the  United  States:  1987  Benchmark  Survey,  Final 
Results;  and  Foreign  Direct  Investment  in  the  United  States:   Operations  of  U.S.  Affiliates 
of  Foreign  Companies,  Preliminary  1990  Estimates. 


Table  6-2 

Total  Assets  of  High  Technology  Affiliates 

(Billion  dollars) 


Industry  1980  1987  1990 

Manufacturing 
Industrial  chemicals  &  synthetics    .  . 

Drugs 

Computers  &  office  equip 

Audio,  video,  &  communications   .  . 

Electronic  components 

Other  transportation  equip 

Instruments  &  related  prodts 

Services: 

Computer  &  data  processing 

Engineering  &  architectural    

Total  High  Technology 28.3  97.3  173.6 

AU  Affiliates  .'. 291.3  943.7  1529.8 

High  Technology  Share    9.7%  10.3%  11.3% 

of  Total  (percent) 

♦Included  in  audio,  video,  communications. 

Sources:   Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the  United  States, 
1980;  Foreign  Direct  Investment  in  the  United  States:  1987  Benchmark  Survey,  Final 
Results;  and  Foreign  Direct  Investment  in  the  United  States:  Operations  of  U.S.  Affiliates 
of  Foreign  Companies,  Preliminary  1990  Estimates. 


14.6 

53.4 

90.5 

2.5 

10.7 

25.6 

* 

4.2 

11.0 

9.8 

8.2 

12.2 

* 

4.4 

9.4 

i/a 

2.5 

4.4 

1.4 

6.8 

10.6 

i/a 

2.0 

6.3 

i/a 

5.1 

3.6 

Table  6-3 

Property,  Plant,  and  Equipment  Expenditures 

(Billion  dollars) 


Industry  1980 

Manufacturing: 
Industrial  chemicals  &  synthetics    .  . 

Drugs 

Computers  &  office  equip 

Video,  audio,  &  communications    .  . 

Electronic  components 

Other  transportation  equip 

Instruments  &  related  prodts 

Services: 

Computer  &  data  processing 

Engineering  &  architectural     

Total  High  technology 

All  Affiliates 

High  Technology  Share 

of  Total  (percent) 13.3% 


1987 


1990 


11.3 

44.0 

66.7 

1.6 

5.8 

11.2 

* 

2.9 

3.8 

3.8 

3.8 

5.4 

* 

2.8 

5.1 

n/a 

0.7 

1.3 

0.4 

3.0 

3.1 

n/a 

0.8 

2.5 

n/a 

2.5 

0.9 

17.1 

65.4 

100.0 

127.8 

353.3 

572.3 

18.5% 


17.5% 


♦Included  in  video,  audio,  communications. 

Sources:   Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the  United  States, 
1980;  Foreign  Direct  Investment  in  the  United  States:   1987  Benchmark  Survey,  Final 
Results;  and  Foreign  Direct  Investment  in  the  United  States:  Operations  of  U.S.  Affiliates 
of  Foreign  Companies,  Preliminary  1990  Estimates. 


Table  6-4 

Employment  in  High-Tech  Affiliates,  1980-1990 

(By  industry  of  sales;  in  thousands) 


Industry 


1980 


1987 


1990 


Manufacturing: 

Industrial  chemicals  &  synthetics    .  .  71.5 

Drugs 43.0 

Computers  &  office  equip 17.9 

Video,  audio,  &  communications   .  .  36.8 

Electronic  components 71.8 

Engines  &  turbines n/a 

Other  transportation  equip 21.8 

Instruments  &  related  prodts 51.2 

Services: 

Computer  &  data  proc n/a 

Engineering  &  architectural 15.3 

Research  &  testing n/a 

Total  High  Technology 329.3 

All  AffiUates 2033.9 

High  Technology  Share 

of  Total  (percent) 16.2% 


132.4 

146.0 

58.3 

86.1 

29.7 

45.4 

75.5 

79.5 

52.5 

86.2 

3.2 

15.6 

12.1 

41.5 

76.0 

109.2 

21.9 

50.2 

21.0 

42.5 

16.4 

33.3 

499.0 


3224.3 


15.5% 


702.2 


4705.3 


15.6% 


Sources:   Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the  United  States, 
1980;  Foreign  Direct  Investment  in  the  United  States:  1987  Benchmark  Survey,  Final 
Results;  and  Foreign  Direct  Investment  in  the  United  States:   Operations  of  U.S.  Affiliates 
of  Foreign  Companies,  Preliminary  1990  Estimates. 


Table  6-5 

Sales  of  High-Tech  Industries,  1980-1990 

(By  industry  of  sales;  in  billion  dollars) 


Industry 

Manufacturing: 
Industrial  chemicals  &  synthetics 

Drugs 

Computers  &  office  equip 

Video,  audio,  &  communications 

Electronic  components 

Engines  &  turbines 

Other  transportation  eqpt 

Instruments  &  related  prodts. 

Services: 


1980 


1987 


1990 


13.1 

31.1 

40.0 

3.4 

10.1 

18.8 

1.3 

4.0 

8.7 

2.8 

11.0 

15.4 

3.6 

5.3 

10.6 

0.6 

0.5 

3.0 

1.7 

2.2 

4.8 

3.5 

7.5 

13.7 

Computer  &  data  processing n/a 

Engineering  &  architectural    1.4 

Research  &  testing n/a 

Total  High  Technology 31.4 

AU  AffiUates 412.4 

High  Technology  Share 

of  Total  (percent) 7.6% 


2.5 

6.2 

2.5 

5.0 

1.0 

2.7 

77.7 


744.6 


10.4% 


128.8 


1168.5 


10.6% 


Sources:   Bureau  of  Economic  Analysis,  Foreign  Direct  Investment  in  the  United  States, 
1980;  Foreign  Direct  Investment  in  the  United  States:  1987  Benchmark  Survey,  Final 
Results;  and  Foreign  Direct  Investment  in  the  United  States:   Operations  of  U.  S.  Affiliates 
of  Foreign  Companies,  Preliminary  1990  Estimates. 
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Table  7-1 
U.S.  Merchandise  Trade,  Total  &  by  U.S.  Affiliate  and  All  Other  Firms,  1980-90 

(Million  dollars) 


1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 


Total  U.S.  Firms 

U.S. 

Affiliate  Firms 

Exports 

Imports 

Balance 

Exports 

Imports 

Balance 

225.7 

245.3 

-19.5 

52.2 

75.8 

-23.6 

238.7 

261.0 

-22.3 

64.1 

82.3 

-18.2 

216.4 

244.0 

-27.5 

60.2 

84.3 

-24.1 

205.6 

258.0 

-52.4 

53.9 

81.5 

-27.6 

224.0 

330.7 

-106.7 

58.2 

100.5 

-42.3 

218.8 

336.5 

-117.7 

56.4 

113.3 

-56.9 

227.2 

365.4 

-138.3 

49.6 

125.7 

-76.2 

254.1 

406.2 

-152.1 

48.1 

143.5 

-95.4 

322.4 

441.0 

-118.5 

69.5 

155.5 

-86.0 

363.8 

473.2 

-109.4 

86.3 

171.8 

-85.5 

393.6 

495.3 

-101.7 

91.1 

180.7 

-89.5 

U.S. -Owned  Firms  U.S.  Affiliate  Share 

Exports      Imports     Balance    Exports     Imports     Balance 


1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 
1988 
1989 
1990 


173.5 

169.5 

4.1 

23.1% 

30.9% 

120.8% 

174.6 

178.7 

-4.1 

26.8% 

31.5% 

81.6% 

156.2 

159.7 

-3.5 

27.8% 

34.6% 

87.4% 

151.8 

176.6 

-24.8 

26.2% 

31.6% 

52.7% 

165.8 

230.2 

-64.4 

26.0% 

30.4% 

39.7% 

162.4 

223.2 

-60.8 

25.8% 

33.7% 

48.4% 

177.6 

239.7 

-62.1 

21.8% 

34.4% 

55.1% 

206.0 

262.7 

-56.7 

18.9% 

35.3% 

62.7% 

252.9 

285.4 

-32.5 

21.6% 

35.3% 

72.6% 

277.5 

301.4 

-23.9 

23.7% 

36.3% 

78.2% 

302.5 

314.6 

-12.2 

23.2% 

36.5% 

88.0% 

Note:  May  not  add  due  to  rounding. 
Source:  Bureau  of  Economic  Analysis. 


Table  7-2 
U.S.  Affiliate  Merchandise  Trade,  by  Country  of  UBO  Ownership, 

(Million  dollars) 


Imports 

Total 

Japan 

Europe 

Canada 

All  Other 

1980    .... 

75.8 

27.7 

33.3 

5.6 

9.3 

1981     

82.3 

33.3 

34.3 

8.2 

6.5 

1982    .... 

84.3 

35.9 

32.1 

6.1 

10.2 

1983     

81.5 

36.6 

31.9 

6.0 

7.0 

1984    

100.5 

47.8 

37.8 

7.2 

7.7 

1985    .... 

113.3 

58.1 

40.7 

6.9 

7.6 

1986    

125.7 

63.8 

44.4 

7.1 

10.4 

1987    

143.5 

72.6 

51.1 

8.0 

11.9 

1988    

155.5 

77.7 

55.8 

9.3 

12.7 

1989    .... 

171.8 

84.5 

59.4 

10.6 

17.3 

1990    

180.7 

87.7 

61.4 
Exports 

10.5 

21.0 

Total 

Japan 

Europe 

Canada 

All  Other 

1980    .... 

52.2 

19.1 

23.3 

1.8 

7.9 

1981     .... 

64.1 

22.7 

29.5 

4.5 

7.4 

1982    

60.2 

21.5 

28.7 

4.2 

5.8 

1983 

53.9 

22.8 

21.8 

4.3 

5.0 

1984    

58.2 

23.8 

24.8 

4.5 

5.1 

1985    .... 

56.4 

22.7 

23.8 

4.2 

5.8 

1986     

49.6 

21.3 

20.6 

4.4 

3.4 

1987     .... 

48.1 

20.4 

18.4 

5.0 

4.4 

1988     

69.5 

26.4 

30.8 

5.9 

6.5 

1989     .... 

86.3 

34.1 

38.0 

6.0 

8.2 

1990    

91.1 

39.2 

37.8 
Balance 

6.2 

8.0 

Total 

Japan 

Europe 

Canada 

All  Other 

1980    

-23.6 

-8.5 

-9.9 

-3.8 

-1.4 

1981     

-18.2 

-10.6 

-4.8 

-3.7 

0.9 

1982    

-24.1 

-14.4 

-3.4 

-1.9 

-4.4 

1983    

-27.6 

-13.8 

-10.2 

-1.7 

-2.0 

1984    .... 

-42.3 

-24.1 

-13.0 

-2.7 

-2.5 

1985    

-56.9 

-35.4 

-16.9 

-2.8 

-1.9 

1986     .... 

-76.2 

-42.5 

-23.8 

-2.8 

-7.1 

1987     .... 

-95.4 

-52.2 

-32.7 

-3.1 

-7.5 

1988     

-86.0 

-51.3 

-25.0 

-3.4 

-6.3 

1989    .... 

-85.5 

-50.4 

-21.5 

-4.6 

-9.0 

1990    

-89.5 

-48.6 

-23.6 

-4.3 

-13.0 

Source:  Bureau  of  Economic  Analysis 
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Table  7-4 
U.S.  Affiliate  Merchandise  Trade,  by  Industry  of  Affiliate,  1980-90 

(Million  dollars) 


Exports 

Manufac- 

Total 

Petroleum 

tures 

Wholesalers 

All  other 

1980    

52.2 

1.0 

9.0 

40.7 

1.4 

1981     

64.1 

1.9 

13.6 

46.5 

2.1 

1982    .... 

60.2 

1.5 

12.9 

43.3 

2.5 

1983     

53.9 

1.4 

12.0 

38.5 

1.9 

1984    

58.2 

1.3 

13.1 

40.5 

3.3 

1985     .... 

56.4 

1.6 

12.8 

38.3 

3.7 

1986     

49.6 

1.2 

12.8 

33.7 

1.9 

1987     

48.1 

1.2 

15.5 

29.2 

2.3 

1988     

69.5 

1.7 

25.2 

40.0 

2.6 

1989    .... 

86.3 

2.0 

31.9 

49.1 

3.3 

1990    

91.1 

2.9 

32.7 
Imports 

52.1 

3.4 

Manufac- 

Total 

Petroleum 

tures 

Wholesalers 

All  other 

1980    

75.8 

10.6 

10.4 

54.0 

0.8 

1981    

82.3 

10.0 

13.2 

57.9 

1.1 

1982    

84.3 

8.5 

12.4 

61.7 

1.7 

1983    

81.5 

7.0 

14.0 

59.0 

1.4 

1984    .... 

100.5 

6.3 

18.2 

72.5 

3.6 

1985    

113.3 

6.4 

18.6 

84.6 

3.7 

1986    

125.7 

6.6 

20.6 

94.5 

4.0 

1987    

143.5 

9.0 

24.5 

107.3 

2.7 

1988    

155.5 

7.9 

32.8 

111.5 

3.4 

1989    

171.8 

14.1 

40.9 

114.0 

2.8 

1990    

180.7 

18.8 

45.1 
Balance 

113.4 

3.3 

Manufac- 

Total 

Petroleum 

tures 

Wholesalers 

All  other 

1980    

-23.6 

-9.6 

-1.4 

-13.3 

0.7 

1981    

-18.2 

-8.1 

0.4 

-11.4 

1.0 

1982    .... 

-24.1 

-7.0 

0.5 

-18.3 

0.7 

1983    

-27.6 

-5.5 

-2.0 

-20.6 

0.5 

1984    

-42.3 

-5.0 

-5.1 

-31.9 

-0.3 

1985    

-56.9 

-4.8 

-5.8 

-46.3 

0.0 

1986    

-76.2 

-5.5 

-7.8 

-60.8 

-2.1 

1987    

-95.4 

-7.8 

-9.1 

-78.1 

-0.5 

1988    

-86.0 

-6.3 

-7.6 

-71.4 

-0.7 

1989    

-85.5 

-12.1 

-9.0 

-65.0 

0.6 

1990    .... 

-89.5 

-15.9 

-12.4 

-61.4 

0.1 

Source:  Bureau  of  Economic  Analysis. 
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APPENDIX  D 


Selected  Tables  Specially  Prepared  by  the 
Bureau  of  Economic  Analysis 


Table  numbers 

1 

2 

-6 

7- 

15 

16- 

35    ' 

36- 

38 

39- 

•46 

47- 

51 

52- 

53 

54- 

•55 

56- 

•57 

58- 

•59 

60- 

■61 

62- 

■64 

65- 

•67 

68 

I.  Groups  of  Tables 

Table  group 

International  investment  flows 
and  position 

FDI  capital  inflows 

FDIUS  position 

Acquisitions  and  establishments.. 

Gross  plant  and  equipment 

Sales 

Employment 

Wages  and  salaries 

Total  compensation 

Research  and  development 
expenditures 

Net  income 

Income  taxation 

Merchandise  exports 

Merchandise  imports 

Sales  of  services  to  foreigners 


II.  General  Notes  to  Tables 


Tables  1-15  consist  of  direct  investment  data  that  enter  the 
U.S.  balance  of  payments  accounts.  Table  1  includes 
direct  investment  data  that,  with  the  exception  of  the  1980 
and  1981  capital  flow  data,  reflect  recent  changes  in  the 
methodology  for  measuring  direct  investment  capital  flows 
and  positions.  These  changes  are  not  reflected  in  tables  2- 
15  because  detail  by  coimtry  and  industry  is  not  available. 
For  explanation  of  changes  involving  capital  flows,  see  the 
June  1 992  Survey  of  Current  Business  article  entitled  "U.S. 
International  Transactions;"  for  explanation  of  changes 
involving  the  position,  seethe  May  1991  Survey  of  Current 
Business  article  entitled  "Valuation  of  the  U.S.  Net  Inter- 
national Investment  Position." 

In  tables  16-35,  for  acquired  U.S.  business  enter- 
prises, data  on  total  assets,  sales,  net  income,  employment, 
and  land  owned  are  for,  or  as  of  the  end  of,  the  fiscal  year 


preceding  the  year  of  acquisition;  for  newly  estabhshed 
U.S.  business  enterprises,  the  data  are  projections  for,  or 
as  of  the  end  of,  the  first  full  year  of  operations. 

The  estimates  in  tables  36-68  are  on  a  fiscal  year 
basis;  an  affiliate's  fiscal  year  is  defined  as  the  financial 
reporting  year  that  ended  in  that  calendar  year. 

Detail  may  not  add  to  totals  because  of  rounding. 

An  asterisk  "(*)"  indicates  a  value  between -$500,000 
and  $500,000,  less  than  500  acres,  or  fewer  than  50 
employees,  as  appropriate. 

A  "(D)"  indicates  that  data  have  been  supressed  to 
avoid  disclosure  of  data  of  individual  companies. 

An  "n.a."  indicates  that  data  are  not  available  at  the 
given  level  of  detail. 

Tables  36-68  cover  only  nonbank  U.S.  affiliates. 

A  "foreign  parent"  is  the  first  person  outside  the 
United  States  in  the  U.S.  affiliate's  ownership  chain  that 
has  a  direct  interest  in  the  affiliate. 

An  "ultimate  beneficial  owner"  (UBO)  is  that  per- 
son, proceeding  up  a  U.S.  affiliate's  ownership  chain, 
beginning  with  and  including  the  foreign  parent,  that  is  not 
owned  more  than  50  percent  by  another  person. 

A  "foreign  parent  group"  (FPG)  consists  of  (1)  the 
foreign  parent,  (2)  any  foreign  person,  proceeding  up  the 
foreign  parent's  ownership  chain,  that  owns  more  than  50 
percent  of  the  person  below  it,  up  to  and  including  the 
UBO,  and  (3)  any  foreign  person,  proceeding  down  the 
ownership  chain(s)  of  each  of  these  members,  that  is 
owned  more  than  50  percent  by  the  person  above  it. 

Unless  otherwise  indicated,  the  major  industry  clas- 
sification "petroleimi"  includes  all  of  the  various  three- 
digit  BEA  petroleum  subiodustries.  All  other  major 
industries  exclude  these  petroleum  subindustries.  For 
example,  mining  excludes  crude  petroleum  (no  refining) 
and  gas;  manufacturing  excludes  petroleum  refining  and 
coal  products;  retail  trade  excludes  gasoline  serxice  sta- 
tions; and  wholesale  trade  excludes  petroleum  wholesale 
trade. 

In  these  tables,  "finance,  except  banking"  includes 
holding  companies. 

All  data  for  the  European  Community  (EC)  prior  to 
1986  are  for  the  EC(IO),  which  comprises  Belgium, 
Denmark,  France,  Germany,  Greece,  Ireland,  Italy,  Lux- 
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embourg,  Netherlands,  and  the  United  Kingdom;  all  data 
for  the  EC  for  1986  forward  are  for  the  EC(12),  which 
comprises  the  EC(IO),  Spain,  and  Portugal. 

All  data  for  Germany  prior  to  1990  are  only  for  the 
Federal  Republic  of  Germany.  The  data  for  1990  forward 
include  data  for  the  former  German  Democratic  Republic 
(GDR).  This  change  has  no  effect  on  the  data  because 
there  were  no  U.S.  affiliates  of  the  former  GDR  prior  to 
1990. 

OPEC  is  the  Organization  of  Petroleiim  Exporting 
Countries.  Its  members  are  Algeria,  Ecuador,  Gabon, 
Indonesia,  Iran,  Iraq,  Kuwait,  Libya,  Nigeria,  Qatar,  Saudi 
Arabia,  the  United  Arab  Emirates,  and  Venezuela. 
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Table  2  —  Fbte  jgn  Direct  Investjnents  Capital  In£k»o  b/  Country  at  FIG,   1982-91 
[Millians  of  dallars;  oOtflora  (-)] 


1982 


1983 


1984 


1985 


1986 


1987 


1989 


1990 


1991 


All  ocuitries 

Catacb 

BjroiB 

Aiatria 

Bnlgiim 

Demark 

Finland 

Firance 

Geoiany 

Iceland 

Italy  

Liscntenstein 

luierijoucg 

Ifetheclards 

^bcv<ay 

!\win 

Suedoi 

Suitzecland 

Uiited  Kingdcm 

Other  

latin  Jkccica  and  Otlec 
%stem  Hoii^here 

South  and  Oentral  Jtaerica  . 

Brazil  

>fe9djOO 

Panana 

%nEzuBla 

Other 

Other  %stem  Hoiis^here  . . 

Bahanas  

Benutk 

Netherlands  Artilles 

U.  K.  Islands,  Caribbean 
Other 

Africa 

SMth  Africa 

Other  

Middle  Eaet  

Israel  

Kuwait  

Lebanan 

Q*ir^i  ArabiA  ............. 

Uiited  Aiab  Ekiirates 

Other  

teia  and  Pacific  

Australia 

}ix^  Kens  ................ 

Japan 

Yixest,  Republic  of  

H<1arynia 

New  Zealand 

Ehilipinnes 

Singyrre 

Taiwan  

Other 

Mdenkii 
EUrcp^n  Ossunities 

ops; 


13810 

11518 

25567 

20490 

36145 

59581 

58  57  1 

69010 

46108 

12619 

-1S16 

no 

3435 

774 

2  52  6 

4336 

18  52 

179  3 

1414 

-1324 

10448 

8919 

14890 

13  521 

2  2  527 

46303 

31852 

43046 

21439 

8212 

(*) 

71 

29 

76 

189 

66 

30 

290 

2  26 

-157 

IS 

317 

302 

-28 

680 

3  51 

4  60 

467 

81 

-184 

42 

31 

93 

2  26 

150 

19 

84 

47 

165 

3  96 

15 

14 

96 

110 

-28 

70 

123 

998 

401 

46 

-220 

-133 

7  76 

35 

980 

3155 

3122 

2744 

5726 

3704 

473 

1011 

1219 

2056 

2186 

4  591 

2245 

3738 

7  26 

1258 

2 

79 

61 

(D) 

(D) 

100 

295 

1008 

-210 

96 

314 

21 

321 

68 

74 

-21 

-68  3 

8  50 

4  24 

-443 

-38 

-82 

-4 

-1 

7 

17 

-4 

-13 

6 

-83 

Ai 

-12 

113 

-175 

-42 

-11 

-318 

509 

1792 

-986 

3686 

2662 

3  361 

2877 

4375 

8413 

6137 

7323 

6397 

29 

-29 

56 

1 

118 

-178 

-35 

-126 

364 

288 

-220 

93 

-30 

39 

64 

76 

76 

63 

90 

187 

385 

38 

339 

159 

2  49 

137  3 

7  46 

-95 

587 

588 

145 

898 

833 

1107 

2448 

129  5 

3083 

8  31 

5184 

-560 

24 

5103 

3730 

7184 

5198 

11319 

2  5627 

19617 

18939 

5226 

4210 

-10 

12 

13 

(D) 

(D) 

56 

71 

-78 

-22 

-9 

646 

-18 

100 

507 

8  32 

531 

368 

109  5 

915 

2  38 

110 

(*) 

76 

40 

-19 

70 

-8 

145 

-45 

106 

95 

-39 

61 

222 

3  22 

22 

38 

107 

199 

59 

335 

-82 

-158 

159 

60 

4  00 

2  20 

148 

817 

88 

37 

-5 

24 

55 

444 

-1 

124 

616 

-70 

31 

69 

108 

97 

31 

25 

41 

-7 

79 

16 

-45 

1249 

365 

4  20 

735 

133 

-2905 

2576 

2974 

4025 

-718 

-76 

-41 

6 

31 

127 

-14 

(D) 

(D) 

1563 

-325 

304 

-212 

-64 

4  36 

13 

15 

22 

-110 

7  22 

20 

-959 

489 

7  94 

198 

555 

691 

1967 

-126 

4  07  3 

-3073 

SO 

131 

-318 

66 

-559 

-3763 

144 

3201 

-2315 

2  34  2 

2 

-2 

2 

4 

-3 

166 

(D) 

(D) 

-18 

319 

-94 

53 

90 

2  46 

-210 

49 

-41 

55 

-1 

-259 

-5 

6 

7 

6 

84 

(D) 

(D) 

-11 

-15 

-81 

-.89 

47 

83 

240 

-29  4 

(D) 

(D) 

66 

14 

-178 

7     "- 

556 

(*) 

7  84 

81 

149 

302 

1378 

900 

-615 

484 

17 

76 

-29 

51 

-14 

-56 

15 

-9 

4  51 

-2 

6  39 

100 

65 

347 

-99 

2  57 

74 

287 

1 

1 

26 

9 

7 

-1 

-2 

-2 

-9 

-9 

136 

-17 

56 

-10 

13 

-25 

1508 

611 

-621 

-215 

8 

3 

10 

-1 

-15 

-11 

67 

2 

-15 

(•) 

0 

-2 

-23 

12 

28 

6 

-41 

19 

-34 

-30 

2284 

2027 

5799 

4626 

10188 

10965 

20587 

19147 

18930 

5987 

128 

198 

1180 

1155 

2606 

14  57 

2741 

-81 

1366 

186 

50 

78 

2  96 

2 

41 

4  56 

88 

388 

188 

199 

1952 

1644 

4358 

3368 

7031 

8806 

17205 

18653 

17355 

5183 

54 

-1 

-24 

-3 

475 

-136 

3  53 

-821 

-688 

389 

-6 

8 

(*) 

-7 

23 

-27 

52 

f) 

19 

31 

-3 

1 

-45 

14 

28 

102 

-70 

-47 

45 

-5 

24 

14 

b 

-5 

-7 

-1 

5 

6 

-5 

-28 

71 

89 

23 

34 

-74 

139 

119 

471 

2  28 

-233 

5 

-11 

1 

35 

74 

71 

131 

421 

346 

292 

9. 

7 

5 

33 

-9 

99 

-38 

158 

77 

-27 

9485 

7712 

13483 

10445 

19856 

42313 

31032 

35699 

20484 

8418 

712 

-10 

747 
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Ihbls  7. — R>:elgn  Direct  Inveatnent  Positicn  in  the  UUted  States  en  a  Histocical-Ocat  Baals,  ky  Oaintry  cf  PIG,   1960-91 

[MlUlons  at  dcJlars] 


1980 


1981 


1982 


1983 


1984 


198S 


1986 


1967 


1988 


1989 


1990 


1991 


All  oountries  

Canada  

Djrope 

Austria  

Belglun  

Denark 

Finland 

FCance 

Gecieny 

Ireland  

Italy 

Liechtenstein 

luxorbourg 

Netherlands  

Vocveg  

Sgada 

Sweden 

Svd.txerland 

Uilted  Kln^Wi 

Other  

latin  Anerica  and  Other 
fisstem  Henisihere 

South  and  Central  /aierica  . 

Brazil  

Mexico 

Panasa  .................. 

Venezuela  

Other  

Other  fibatem  Heiiis{hece  .. 

FWvH.1 

Benuda 

MBthtarlanda  Antilles 

U.  K.  Islands,  Caribbean 
Other  

Africa  

South  Africa 

Other  

Kiddle  East  

Israel  

Kuweiit 

Lebanon 

Saudi  Arabia 

Ubiited  Arab  Ekurates 

Other  

Asia  and  Pacific  

Australia  

Hang  Kong  

Japan 

Karea,  Republic  of  

Malaysia  

New  Zeedand 

Philippines  

Singapore  

Ihivien 

Other  

Mdenjai 

BonopKn  Osnunitles  /I/  . 
OPEC 


03046 

108714 

124677 

137061 

164583 

184615 

220414 

261394 

114754 

368924 

396702 

40757 

12162 

12116 

11708 

11434 

15286 

17131 

20318 

24684 

26566 

1017O 

10017 

3800 

b468e 

72377 

83193 

92936 

108211 

121413 

144181 

181006 

208942 

219190 

250971 

25812 

134 

141 

140 

210 

241 

127 

118 

245 

192 

186 

621 

47 

1554 

1891 

1904 

2261 

2548 

2291 

2487 

3371 

1471 

1799 

1866 

165 

174 

225 

274 

308 

404 

577 

552 

498 

588 

C56 

819 

121 

34 

40 

53 

67 

164 

220 

195 

295 

452 

1297 

1511 

154 

3731 

5876 

5708 

5726 

6591 

6670 

7709 

10117 

11211 

15165 

18665 

2274 

7596 

9459 

9850 

10845 

12130 

14816 

17250 

21905 

25250 

28386 

28109 

2817 

9« 

130 

132 

219 

285 

(D) 

360 

544 

725 

1416 

1208 

129 

408 

829 

1120 

1218 

1418 

1237 

1123 

1110 

752 

1416 

1869 

285 

197 

254 

214 

129 

170 

221 

230 

190 

181 

177 

181 

9 

261 

282 

136 

297 

75J 

145 

263 

590 

-131 

407 

2118 

97 

19140 

26824 

26191 

29182 

31728 

37056 

40717 

46616 

48128 

56714 

61918 

6184 

148 

273 

241 

311 

111 

196 

241 

152 

220 

576 

773 

55 

179 

201 

271 

194 

231 

271 

350 

442 

511 

601 

790 

116 

1670 

1691 

1739 

2124 

2258 

2157 

3963 

4910 

4711 

5415 

5467 

559 

S070 

5474 

6378 

7464 

8146 

10568 

12058 

11772 

14172 

18746 

17745 

1759 

1410S 

18585 

28447 

32152 

38387 

43555 

55915 

75519 

95698 

103458 

102790 

10606 

189 

200 

191 

209 

224 

(D) 

430 

288 

188 

316 

299 

28 

1260 

155 

116 

811 

21 


8418 
285 
727 

6651 

746 

9 


916 
324 
335 


5431 

138 

148 

4723 

-114 

16 

74 

73 

91 


47107 
642 


1426 

110 

161 

911 

29 


10311 

241 

1062 

8212 

766 

12 

196 

16 

180 


112 

2994 

2 

247 


8698 

572 

169 

7697 

-103 

21 


98 


64145 
3136 


2806 
100 
259 

2168 
66 


11422 

164 

1117 

9190 

717 

14 


4401 
428 

3567 

3 

370 

10 


11045 

730 

229 

9677 

-55 

14 

96 

102 

97 


74012 
4045 


244 

2071 


12289 

175 

1168 

9948 

985 

11 

106 
-28 
114 

4446 

449 

1606 

5 

353 

11 

22 

11105 

910 

124 

11316 

-57 

22 

98 

116 

186 


82286 
4039 


2859 
160 
108 

1924 
48 


3491 
201 
533 

2204 
101 
450 


4190 
182 
847 

2202 
476 
483 


11141 

13335 

12573 

158 

154 

309 

1170 

1691 

2002 

10915 

10443 

9685 

866 

1028 

560 

14 

19 

17 

198 

457 

251 

-25 

-12 

72 

221 

469 

179 

5136 

4954 

4070 

525 

494 

567 

4333 

3968 

3771 

31 

40 

49 

425 

420 

416 

21 

19 

4 

' 

13 

43 

19151 

23834 

34031 

2125 

3264 

5466 

659 

640 

605 

16044 

19313 

26824 

-81 

-101 

181 

22 

16 

19 

52 

72 

97 

121 

118 

111 

208 

242 

169 

70 

107 

177 

111 

163 

158 

96555 

107105 

127221 

4892 

4607 

4787 

3935 
291 
180 

2627 
411 
425 

6168 

179 

1087 

8062 

-1115 

175 

521 
(D) 
(D) 

4973 
612 

3898 

(•) 

257 

43 

142 

42108 

5369 

941 

14421 

198 

7 

26] 

71 

191 

199 

246 


161061 
4656 


4131 
286 
218 

2878 
540 
409 

6911 

(D) 

1067 

8915 

-1867 

(D) 

441 
17 

404 

6570 
587 

3954 
-7 

1826 
111 
100 

60992 

7171 

895 

51126 

505 

42 

154 

71 

510 

329 

186 


188342 
6487 


5819 

428 

350 

3192 

IKl 

486 

10199 

-52 

1012 

8711 

-215 

922 

505 
26 

480 

7588 
610 

4280 
-9 

2455 
112 
119 

75051 

4962 

1124 

67268 

-307 

29 

166 

82 

934 

476 

318 


212361 
8067 


19616 

6020 
378 
550 

4099 
489 
503 

13596 

1508 

1517 

12584 

-2915 

921 

512 

10 
502 

4421 
626 

1831 
-18 


91141 

6519 

1199 

81775 

-1000 

56 

118 

74 

1147 

824 

189 


224447 

4114 


416 
54 


1120 
119 
112 
794 
-46 
120 


479 
108 
200 
-2 
158 


9666 

662 

127 

8665 

-54 

8 

11 

5 

91 

111 

1( 


21200 
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Table  17. — Outlays  fcc  AoquiaitiofB  amd  BstahiiahBients,   Irrkostjry  at  U.S.  Business  Bttecprise  by  Type  of  Investxent,    1987-91 

[Millicra  of  ckxUArs] 


1987 


1989 


1990 


1991 


Tfcital     Aajuiai-    Eljtab-  ToUd     ftcquiad-     Elstalr-       TbtAl     Aojulai-     Bstafcr-        Ttotal     ftcqiiifil-     ajtab-        TbtAl     Aaiuifli-     Elstab- 
tJons    lishnents                     ticns    listaents                     tJcns     lishaents                     tions    lishnents                     tjcns     lutnaita 

All    industries    .............  40310  33933  £377  72692  64a&b  7Q37  71163  59708  114S!>  6b932  ^6315  10617  22^98  16821  b777 

PetjXkleiXl 1107  499  609  4740  4131  609  1189  112S  64  1141  1013  128  660  399  261 

Petzolem  (  coal  pcods.  nxiuf.   .  i9i  191  0  1S27  ib26  1  604  sa4  20  91  86  s  (D)  (D)  0 

Other    917  308  6O9  3213  2605  60s  !>86  S42  44  lObO  927  123  (D)  (D)  261 

Iteiufacturilig 197S1  18896  »bb  36136  33686  24bO  lS9b8  33236  2723  23898  22789  1109  10SS3  9141  1413 

Ftod  and  kirdired  ptrrtirts 4177  4160  ib  3287  3238  48  (D)  (D)  79  997  910  87  757  742  is 

Beverages 3084  3072  12  us  110  4  iso  140  10  10s  104  4  (D)  (D)  (D) 

Other 1094  lOaS  6  3172  3128  44  (D)  (D)  69  889  806  83  (D)  (D)  (D) 

Chmicals  and  allied  products  ..  4041  3935  106  2918  2484  434  ii%s4  io766  eis  7si8  7363  15s  29b4  ib9o  io6!> 

Industrial  chonicals  .........  3024  2966  sa  73b  7u  24  2204  i\ib  30  1^2  97  Sb  (D)  [D]  2 

Drugs »b  as  0  aS9  496  363  6360  S92a  433  3747  3747  0  14S2  416  1036 

Sosp,  cleaners,   (  toiletries  .4  4  0  5b4  sb4  0  1732  1731  1  124s  124b  0  (D)  (D)  0 

Other 928  880  48  769  722  47  1288  933  3bb  2374  2274  100  392  366  26 

PrHwwry  nrA   faht-in^fjri    »»-t-^1«    ..  1091  923  168  3394  31b0  244  3b4b  3409  136  2447  2066  381  348  3  26  21 

Primary  retal  industries 199  ibi  46  493  327  i67  i3B6  1292  9b  1223  913  309  bb  bi  4 

PerinuS 24  4  21  27b  2b9  Ib  b9b  b67  27  874  569  30b  bb  bl  4 

VonincyxuB i7b  149  26  219  68  ibi  792  724  6e  349  344  b  0  0  0 

Fabricated  BBtal  products 892  770  122  2901  2823  78  2ib9  2iie  41  1224  iib2  72  293  276  is 

Hachinecy 2a34  2609  225  7737  7273  464  4346  42S1  6b  379b  3332  263  b046  4a46  200 

Machinery,  esmept  electrical  .  1021  83a  ia2  3223  2962  260  247b  24bb  20  2084  i97s  lOb  1031  ioo7  24 

Ocaiuter  t  ofcfioe  equip.  ...  429  2bb  174  losi  1014  37  i62b  i6ib  10  b86  4a7  9a  94  76  i< 

Other 592  583  9  2172  1946  224  8  50  840  10  1498  1491  7  937  932  5 

Electric  {  electrcnic  equip.   .  iai4  1771  43  4514  4310  204  i87i  is2b  46  1712  ib54  15a  4015  3839  i76 

Audio,  video,   {  oan.   (D)  (D)  (D)  1493  1492  2  2»2  no  4  (D)  (D)  32  993  ais  175 

Electronic  axfxxKnts 933  916  17  2119  1997  122  1257  1222  3b  iiai  io56  126  (D)  (D)  2 

Other (D)  (D)  (D)  902  821  si  332  325  7  (D)  (D)  0  (D)  (D)  0 

Other  lunufacturing 7608  7270  33a  laaoo  17542  i2b9  (D)  (D)  i62b  9141  S9ia  223  1448  1336  112 

^textile  products  afd  aprnrel  .  559  b44  14  628  bia  90  397  391  6  689  667  22  i6b  159  6 

Lunber  and  fumitu-e 9  9  1  83  76  a  (D)  (D)  1  100  77  23  30  27  3 

Papier  anl  allied  jjmiicts (D)  (D)  (D)  219  219  0  (D)  (D)  9  173  i69  4  (D)  (D)  2 

Printing  ard  publishing 63i  631  0  9370  8918  452  32b4  2003  i2bi  lobi  1044  7  224  224  0 

NewBijapers (D)  (D)  0  bi6  bi3  3  7b  7b  0  (D)  (D|  0  (D)  (D)  0 

Other (D)  (D)  0  8854  8405  449  3179  192a  i2bi  (D)  (D)  7  (D)  (D)  0 

Rubber  crodiicts (D)  (D)  (D)  2980  2976  b  669  613  b6  (D)  (D)  b  (D)  (D)  33 

Misc.    plastics  products b04  492  12  767  b32  23b  4bO  404  47  21b  210  b  169  167  2 

Sbcne,  clay,  (  glass  products  867  6i6  2bi  1720  1704  16  923  sao  43  (D)  (D)  82  20b  20b  0 

Tran^ortatixxi  equiczioit   63i  601  30  62j  270  353  1396  1212  isi  695  668  27  ibs  114  44 

Mator  vehicles  (  eguifsent  .  75  45  30  (D)  (D)  3b3  (D)  (D)  isi  (D)  (D)  27  100  58  42 

Other bb6  bb6  0  (D)  (D)  0  (D)  (D)  0  (D)  (D)  0  bs  56  2 

Instrmenta  and  related  prods.  1247  1236  11  2050  1951  99  1631  1607  24  1445  1434  11  275  275  (*) 

Other 2432  2425  7  360  358  1  (D)  (D)  b  bb9  b22  37  117  95  22 

Hhalesale  trade  i27i  1245  26  24b4  2324  130  2634  2504  130  i676  i4S4  192  443  370  73 

MAix  vehicles  and  equipment  ...  0  0  0  78  3b  42  86  73  13  69  66  3  14  14  (*) 

Professinrvil  t  cxner.  equip.   ..  32  2s  4  2b3  24a  b  61  44  17  61  43  17  16  9  a 

Metals  and  rinerals (D)  (D)  (D)  77  58  19  12  39  (D)  (D)  7  19  2  17 

Electrical  gsods 101  100  1  79  78  1  (D)  (D)  3  52  4s  3  33  b  2s 

Machinei?  C  equifxiert.   (D)  (D)  (D)  114  114  0  (D)  (D)  4  (D)  (D)  11  b4  46  9 

Other  fiirflhlr  gaods i7i  171  0  202  197  5  245  238  1  462  435  27  is  16  1 

Qcooeries  and  related  pcxkicts  .  66  66  0  1427  1427  0  i87  140  47  133  44  89  (D)  (D)  1 

Fam  product  raw  naterials 21  23  0  6b  46  19  7  7  0  70  41  29  (D)  (D)  0 

Other  noKiirahle  gaods 7oe  699  9  ib9  121  la  1186  1356  31  bS4  bao  b  264  256  a 

RetAil  trade 1212  1210  2  S022  7689  334  1861  leia  23  1250  1197  bi  i36b  120b  16d 

General  nerchandise  stocoo (D)  (D)  0  7143  7143  0  9  s  i  (D)  (D)  (D)  (D)  (D)  i 

Ftod  stccca 72  72  1  240  23s  2  (D)  (D)  0  (D)  (D)  (D)  (D)  (D)  0 

Ajparel  and  accessory  stj3ceo  ...  (D)  (D)  0  422  93  329  (D)  (D)  0  (D)  (D)  (D)  9  7  1 

Other    983  982  1  2tS  21b  3  1623  160  2  22  1075  104  3  32  289  132  157 

Bonking 924  774  ibo  laoo  t787  13  349  280  69  897  8I6  ai  433  393  40 

Finance,  accept  banking     1604  1333  27o  972  470  502  4ia6  2853  1334  2121  a75  1246  1899  1472  427 

Insurance i6b  13s  2a  babb  b847  7  1901  i76s  133  2093  2007  a?  2062  1947  115 

Real    estate 476b  lb44  3220  3bl8  7b8  276O  6438  1409  b029  7771  1873  b89S  2919  210  2709 

Services 7530  6771  859  5597  4759  Sia  lOObS  8333  1725  19369  17912  1457  2046  1527  51» 

Hotels  (  other  locking  pi  arm  ..  2682  2019  663  3008  2346  662  2S33  1245  ibsa  66b7  b7b4  903  ba2  229  jsi 

Business  services 4485  4394  92  671  637  14  2268  2244  25  1736  I6I7  IIS  582  546  36 

Ocxfiuter  (  data  prcc.  aecv.    ..  483  474  9  367  xb  2  }03  301  2  221  154  67  (D)  (D)  6 

Other  business  services 4002  3920  82  304  272  32  1965  1943  23  ibib  1464  bi  (D)  (D)  31 

>faticn  pictures 95  67  27  1149  1135  14  3642  3575  67  9310  9304  6  (D)  (D)  3 

Eiigineerlug  C  ardi.  services  ...  (D)  (D)  0  (D)  (D)  40  (D)  (D)  0  290  287  3  (D)  (D)  0 

Acoaiit.,   resch.  (  n^t;.  serv.   .  203  215  68  68  24  44  70  61  9  259  212  46  32  22  10 

Health  services 3  3  0  (D)  (D)  ("j  (D)  (D)  0  28  26  2  (D)  (D)  0 

Other    Servil3Bfl (D)  (D)  9  b09  466  43  865  828  37  1090  712  377  409  292  117 

Other   industries ISSl  lb22  359  3b97  3402  195  65«7  6362  22b  b716  5349  367  217  158  59 

riculture,  £are8try,  (  fish.    .  284  137  148  100  71  29  255  145  no  116  53  62  69  49  20 

854  745  109  317  231  85  392  383  9  1328  1289  39  20  20  0 

38  14  24  91  11  80  (D)  (D)  (*)  (D)  (D)  0  (D)  (D)  0 

Other 817  731  85  226  221  5  (D)  (D)  9  (D)  (D)  39  (D)  (D)  0 

033structian 227  126  101  211B  2067  50  224  177  4s  231  17b  53  7  6  i 

Transpoctaticn (D)  (D)  1  96b  9ba  7  3843  382a  22  306  248  5s  54  26  2t 

0::ivuu.CBtijcn  C  pub.  utilities  .  (D)  (D)  0  97  74  23  i87j  1837  17  jtj*,  isai  154  67  57  ip 


Table  18. — CXitlays  fee  Acquisitions  and  Estahlishjnents ,  Osuntry  of  UBO,  by  Industry  of  U.S.  Business  Ehterpclse,    1986 

[Hillicns  of  dollairs] 

All       Petro-  Manufacturing  Wiole-  Retail  Bank-  Finance,    Insur-  Heal  Serv-    Other 
indus-     leun     sale       trade     ing       except       ance  estate  ices     indus- 
tries Total     Fbod     Cheni-  Priiery  14achin-  Other  trade  banking  tries 
and       cals         and  ery       nanu- 
kirdred     curl         fabri-  fac- 
pcod-     allied     cated  turing 
ucts     pcod-       metals 
ucts 

All  COUltrieS  72692  4740    3ei3e     3287     2918     3394     7737    18800  2454     8022     1800      972     5SSS  3518  SS97  3597 

Canada  11360  509   2914   ib6B      0     22    592    7S]  (D)   7016     (D)    (D)    (D)  2(9  (D)  3(4 

Burcpe 37173  2690    17741     1133     I64O     I64O     3822     9b06  2206      601     1743       92     S630  896  2736  2838 

Austria b  o              2              0              2              0             0              0  2              0              0              0              0  0  2  0 

Belgivm  1207  (D)         446          (D)             0              0              0          (D)  0              0              0          (D)             0  (D)  (*)  7 

Dennack  (D)  0           (D)             0             0              0             0          (D)  1              2              0              0             0  0  0  (D) 

Finland  325  (D)    3o!>    (D)    (D)    (D)    (D)     39  0      0      0     (D)      0  0  0  5 

France 4199  (D)   3472    14s    302   1269     98   16S7  14      0      0      2      0  33  36  (D) 

Genany,  Federal  Republic  of 2090  0   1332     30    ia2      8    S98    m  242     (D)      0    (D)      2  126  (D)  28 

Ireland  S8i  0    172     (D)      0      0     (D)    (D)  0     (D)    (D)      0    (D)  0  (*)  0 

Italy  339  0    271      4    (D)      0     (D)    (D)  (*)      0      0      0      0  (D)  0  (D) 

Liechtenstein 52  0              0              0              0              0              0              0  0              0              0          (D)             0  (D)  0  0 

Luxenbourg (D)  0           (D)             0              0              0              0          (D)  0              0              0              0          (D)  33  1  i 

Netherlands 2214  (D)       i28s          (D)          (D)          (D)         934          (D)  (D)          (D)          (D)          (D)             0  216  3  (D) 

Nccvay (D)  0           (D)             0              0              0              0          (D)  0              0000  400 

Spain  (D)  0           (D)             0000          (D)  ooooooso 

Sweden 907  0          7^6           (D)          (D)              0          42s          295  (D)              0              0              1           (D)  18  (D)  0 

SifitZecland  2O63  3    144t>        0     431      (D)      (D)     978  3S        0        0        9      (D)  64  265  (D) 

United  Kingdcn 22559  1185     7941      284      657      211     1630     5159  1841      277     1167       (*)    S208  256  2108  2375 

other  (D)  0              0              0              0              0              0              0  0              0              0             0             0  2  0  (D) 

Latin  Aierica  and  other  Western  Henis^ere  (0)  0           (D)          (D)          (D)             0          (*)          (D)  1           (■)             0              2          (D)  30  14  (D) 

South  and  Central  Anerica (D)  0           (D)             0          (D)             0              0              0  (*)             0              0              2              0  12  0  (*) 

Brazil 500000000002030  (*) 

Hexico 4  0              0              0              0              0             0              0  (*)             0              0              0             0  4  0  0 

Fanona  (D)  0           (D)             0          (D)             00000000200 

Venezuela ....^  3  0              0              0              0              0             0              0  0              0              0             0             0  3  0  0 

Other 0  0              0              0              0              0             0              0  0              0              0              0             0  0  0  0 

Other  Western  Heni^ihere   is7  0            77          (D)             0              0          (*)          (D)  1           (*)             0              0          (D)  18  14  (D) 

Bahflmas 0000000000000000 

Benuda 17  0              0              0              0              0              0              0  1              0              0              0              1  1  14  0 

Netherlands  Antilles  16  0              0              0              0              0              0              0  0              0              0              0              0  16  0  0 

Ihited  Kingckxi  Islands,  Caribbean 155  0            77           (D)             0              0          (■)          (D)  0           (*)             0             0          (D)  1  (*)  (D) 

Other    0  0              0              0             0              0              0              0  0              0             0              0             0  0  0  0 

Africa  296  (•)          (D)             0          (D)             0            17          (D)  (D)              1              0             0             0  5  0  0 

South  Africa   (D)  0           (D)              0           (D)              0           (D)           (D)  (D)              0              0              0              0  3  0  0 

Other   (D)  (")           (D)              0              0               0           (D)              0  0               1               000  200 

Middle  Bast  1613  1362           (D)             0             0           (D)             0             0  (D)             0              0              0              0  92  (D)  (D) 

Israel 0  0              0              0              0              0              0              0  0              0              0              0              0  0  0  0 

Kuwait   17  0           (D)              0              0           (D)              0000000  (D)  0  0 

Lrianon  (D)  00000000000020  (D) 

Saudi  Arabia  1545  1362              000000  (D)             0              0              0              0  40  (D)  0 

United  Arab  E^rates (D)  0              0              0              0              0              0              0  0              0              0              0              0  (D)  0  0 

Other  ...................................  9  0              0             0              0              0              0              0  0              0              0              0              0  7  0  3 

Asia  and  Pacific 21819  179   i4e7o    52b    852   1720   3296   8477  (D)    404     (D)    862    (D)  2227  2569  3ie 

Australia 4556  (D)   3834     (D)     (D)      0     (D)   1569  (D)     (D)      1     (D)     (D)  (D)  (D)  95 

Ifcng  Kcng 325  0      2      0      0      0      0      2  6      0      0     (*)      0  (D)  (D)  0 

Japan 16188  2   10645    (D)    (D)   1666   3217   4S92  127     (D)    (D)    837      0  1853  2273  83 

Kccea,  Republic  of 103  (D)             00000000000  (D)  0  (D) 

Malaysia  (D)  0              0              0              0              0             0              0  0              0              0             0              0  (D)  0  0 

New  Zealand   1O6  0000000  (D)              000           (D)  0  0  (D) 

Philippines  ............. 0  0             0             0             0             0             0             0  0             0             0             0             0  0  0  0 

Singapore  20  0           (D)             000          (D)          (D)  00000  (D)  1  0 

Taiwan (D)  0000000200          (D)  0300 

Other  452  0           (D)          (D)             0            54              0          (D)  5              0              1              0              0  (D)  2  0 

United  States (D)  0           (D)          (D)             5           (D)           10              0  2              0             0          (D)             0  0  0  o 

Addenda  — 

Burcpean  OoBBunities  (12)  33737  2678   15162    996   1195   1512   1338   8121  2164    601   1743     62   5539  773  2365  2651 

OtEC 1919  1362       (D)      (D)        0         5        0        0  (D)        0        1        0        0  90  (D)  0 


Table  19. — Outlays  foe  ftcquiaitions  and  EBtahlishi«nts,   Ctauntry  of  UBO  by.    Industry  of  U.S.   ajsineas  Bitocptise,    1989 

[Millicns  of  dollars] 
Manufacturing 


All       Petro-                                 Manufacturing  Ihole-  Retail  Bank-  Finance,    Inour-  Real     Serv-     Other 

indus-     lem     sale       trade     ing       except       ance  estate  icea     indus- 
tries                    Total     Fbod     Cheni-  Primary  Machin-  Other  trade  bonJting  trios 
and       cals         and           ery       nanu- 
kirdred     and         fafaci-                   fac- 
pcadt-     allied     cated                   turing 
ucts     pcod-       netals 
ucts 


All  couitrles   7iie3  lies      3s«sa       65i!>      mtt        mb       *ni       9>«9       2(14        iBti 

Canada  4403  392        2361           (D)          (D)          (D)         334          (D)           si           (D) 

Europe  40724  (D)      27527       6121        9636        2433       279b       mi        2121        1137 

Austria  (D)  0            27              0          (D)             0              0          (D)             0              1 

Belgiui  498  0           (D)             0              0              0              0          (D)          (D)          (D) 

Denmrk  26  0           (D)             0              0              0              2          (D)             1              0 

Finland  628  0          S82          (D)          (D)          (*)         192          3S7              0              0 

France  3469  (D)       26O8           !>2        1143              7         873         m         117           (D) 

Geciany,  F\BderiLl  Republic  of 243s  (D)       i32e              0         m              0          272         401           (D)          (D) 

Ireland  107  0            82          (D)             0              0              0          (D)             0           (D) 

Italy   436  0           395           (D)          (D)              0           (D)          (D)           (D)              0 

Liechtenstein  77  0           (D)             0              0              0              0          (D)             0              0 

LiDcerisourg 67  0             0             0             0             0             0             0             0             0 

Netherlands 3629  (D)       2439          (D)       1774              0          (D)          (D)           85           (D) 

Mocway  15  0           (D)             000          (D)             000 

Spain  ..... (D)  000000000 

Sweden  754  1    368     (D)    (D)      0    (D)     24     (D)      0 

Switzecland  4923  0   2860    (D)      8   1920    (D)    686     (D)    (D) 

United  Kirgclom 23047  (D)   1677b   4745   5969    506    690   3866   1192    199 

Other  1  0      0      0      0      0      0      0      I      0 

Latin  Aierica  and  Other  Western  Hemisphere  1004  (D)    491     (D)    (D)    (D)      4     (D)     3e     (D) 

Scuth  and  Central  Anerica 65o  (D)    (D)      0     (D)    (D)      0     (D)    (D)    (D) 

Brazil  (D)  0     (D)      0     (D)    (D)      0      0      0      0 

Mexico (D)  4     (D)      0      0      0      0     (D)    (")      0 

Panana  29  0      0      0      0      0      0      0      0     (D) 

Venezuela  (D)  (D)     0     0     0      0     0     0    (D)     0 

Other    (D)  050050000 

Other  Western  Heni^ihece   434  0           (D)          (D)             0              0              4           (D)          (D)         160 

Bnhflma^  1000000000 

Berzuda 57  00000000           (D) 

Mettwrlands  Antilles  83  0           (D)             0              0              0              0          (D)             0           (D) 

Uiited  Kingdai  Islands,  Caribbean 293  0           (D)          (D)             0              0              4           (D)          (D)          (D) 

Other 0  0              0              0              0              0              0              0              0              0 

Africa  (D)  (D)             40004000 

South  Africa (D)  040004000 

Other  88  (D)             00000000 

Kiddle  East  243  5      1      0      0      0      0      1      0      0 

Israel 0  0      0      0      0      0      0      0      0      0 

Kuwait  7  3      1      0      0      0      0      I      0      0 

Trivinon  5000000000 

Saudi  Arabia   208  2              0              0              0              0              0              0              0              0 

United  Arab  Etiirates  (D)  000000000 

Other (D)  000000000 

Asia  and  Pacific  24530  455        5570          308        1912          eia       1206        1327          420          211 

Austredia 4574  303          247              0              0           (D)          (D)         216          (D)             0 

Hcng  Kong eio  0           (D)             300          (D)             0              9              8 

Japan  17410  (D)       4146          2J6        1207          790        1021        1092          272          203 

Korea,    Republic  c£   (D)  0               8              0              0            (D)              2           (D)           (D)              0 

Malaysia   (D)  0            (D)              0           (D)              00000 

Mew  Zealand   166  0           (D)             000          (D)             000 

Philippines  0  0              0              0              0              0              0              0              0              0 

Singapore 351  0           (D)          (D)             000000 

Taiwan  561  0    371      0     (D)      0     17     (D)      6      0 

Other  185  (D)    (D)    (D)    (D)      0      0      4      0      0 

United  States (D)  040004000 

Rddenda  — 

European  Ooaaunities  (12)  33869  (D)  23674   6074   9570    513   2063   5454   1997    715 

OPEC 430  190          5         0         0          0         0         5       (D)         0 
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0 

16 

(D) 

(D) 

0 

0 

0 

(D) 

(D) 

0 

0 

0 

(D) 

564 

20 

(D) 

0 

0 

0 

0 

5 

(D) 

(D) 

(D) 

0 

3 

0 

3 

1 

0 

(D) 

115 

10 

(D) 

0 

(D) 

(D) 

74 

563 

(D) 

(D) 

(D) 

315 

497 

1572 

2053 

0 

0 

0 

0 

0 

0 

(D) 


(D) 


(D) 


(D) 


(D) 


(D) 


(D) 


(D) 

0 

• 

1 

0 

(D) 

0 

0 

2 

1 

0 

(D) 

(D) 

118 

(D) 

0 

1 

0 

0 

(D) 

(D) 

0 

70 

0 

(D) 

(D) 

0 

0 

0 

0 

0 

(D) 

(D) 

0 

(D) 

0 

0 

9 

(D) 

0 

0 

(•) 

0 

0 

0 

5 

0 

0 

0 

(D) 

(D) 

0 

0 

0 

(D) 

0 

0 

(D) 

0 

2963 

(D) 

4212 

6750 

3911 

(D) 

0 

19 

84 

3700 

0 

0 

141 

(D) 

2851 

(D) 

3609 

5921 

121 

0 

0 

(D) 

(D) 

1 

0 

(D) 

4 

(D) 

0 

4 

0 

(D) 

0 

0 

0 

0 

(D) 

0 

(D) 

4 

0 

0 

(D) 

0 

37 

0 

0 

20 

0 

(D) 

(D) 


(D) 


1443 
1  24 


2234 

(D) 


'Table  20.~<Xitlays  foe  Acquisitions  and  Establishments,  Oountry  of  UBO,  by  Industry  of  U.S.  Business  Enterprise,   1990 

[Millions  of  dollars] 


All  cointries 


Canada 


Europe 


Austria 
Belgim 
Dennark 
Mnland 
France  . 


Gemany 

Ireland  

Italy 

Liechtenstein 
Luxertxxirg  ... 
Netherlands  .. 


Mocvay  

Spain 

Sweden  

^fitzecland 

United  Kirgdkm 
Other  


Latin  Aierica  and  Other  Western  Kexiisphere 


South  and  Central  Anerica 

Brazil  

Mexico  

Panana  

Venezuela  

Other  


All   Petro- 
indus-  leim 
tries 


Manufacturing 


6S932 

3430 

36011 

(D) 
198 
111 
420 
10217 

2363 

300 

1786 

b 

(D) 
2247 

120 

(D) 

768 

3905 

13096 

35 

796 

399 
(D) 

113 
49 
(D) 


Wiole-  Retail  Bank-  Finance,    Insur-  Real     Serv-    Other 

sale       trade     ing      except      ance  estate  ices     indus- 

Total     Fbod     Cheaii-  Primary  Mcichin-  Other  trade  banking  tries 

and      cads        and  ery      nanu- 

kindred     and         fabri-  fac- 

pg:od-     allied     cated  turirg 

ucts     pcod-       metals 
ucts 


1141 

(D) 

146 


(D) 


(D) 


(D) 

0 

(D) 
(D) 

0 
0 
0 

(D) 


23698 

802 

17861 


149 

(D) 

368 

6830 

1434 

159 

33 

1 

(D) 

594 

(D) 

(D) 

532 

2896 

4442 


(D) 


0 

(D) 
(D) 


997 

(D) 

678 
0 

(D) 

0 

(D) 
(D) 

0 

(D) 

0 
0 
0 

(D) 


(D) 
1 

0 


7S18 

(D) 

6413 

0 

(D) 

0 

(D) 

2433 

(D) 

0 

(D) 
0 

0 

(D) 


(D) 

2113 
1198 

0 


(D) 

421 

(D) 

0 

(•) 

0 
0 

(D) 


(D) 
(D) 

0 

(D) 


3795 

(D) 

1568 


(D) 
(D) 

(D) 
(D) 

706 
(D) 

(D) 


50 

(D) 
(D) 


(D) 


(D) 

0 

(D) 

3875 

196 
(D) 

4 


(D) 
(D) 

(D) 

0 

436 

305 

2246 


(D) 


0 

(D) 
(D) 


1676 

(D) 

1275 

(*) 
2 

4 

(D) 

371 

55 

(D) 

(D) 

0 

0 

(D) 


(D) 
(D) 

147 
(D) 

(D) 

(D) 
(*) 
(D) 


1  250 
655 
210 


(D) 
0 
0 


(D) 


154 

0 


897 

(D) 

524 

0 
0 
0 
0 

(D) 

0 
3 
0 


46 

(D) 


2121 

(D) 

809 

(D) 

0 
0 

(D) 


(D) 
(D) 

0 
0 
0 

(D) 


0 
3 

(D) 

0 

(D) 

(D) 

(D) 

1 

0 


2093 

(D) 

2078 


7771    19369    S7l« 


(D) 


(D) 

(D) 
(D) 
(D) 

(D) 
(D) 

0 


1071 

1502 

0 
2 
0 

(D) 
(D) 

252 

(D) 

4 

2 

0 

640 


(D) 

87 

85 

305 

0 


54 

2 

13 

34 


120 
7427 


36 

0 

(D) 

2743 

(D) 

0 

1340 

0 


228 

2759 

(D) 

(D) 


121 

4180 

0 
(D) 

(D) 

0 
•  7 

(D) 

0 

1 

0 

(D) 

2 

(D) 

4 

(D) 

9 

3746 

0 

25 

(D) 

(*) 

0 

(D) 

0 


Other  Western  Henisphece 

rvihntvi 

Benuda 

Netherlands  Antilles  

Uhited  Kingdcm  Islands,  Caribbean 
Other   


Africa  

South  Africa 
Other  


Middle  East  

Israel  

Kuwait  

Lebanon  

gJ^lH^  Arabia  .••..... 
United  Arab  Bnirates 
Other  


Asia  and  Pacific 


Australia  

Hcng  Kong  

Jacan  

Korea,  Republic  of 

Malaysia 

New  Zesdard 

Philippines  

Singapore  

Taiwan  

Other  


United  States 


136 
(D) 
209 

(D) 

(D) 
(D) 
(D) 


(D) 
(D) 


23170 

1412 

234 

19933 

196 

50 


1114 
147 

(D) 


(D) 
0 

(D) 


(D) 

0 


(D) 


(D) 
(D) 

0 

(D) 
(D) 


(D) 
(D) 


(*) 

0 
0 

5011 

639 

2 

3854 

102 

(D) 

(D) 
1 

8 
362 


276 

(D) 

0 

130 

2 


(D) 

0 

(D) 


(D) 
(D) 


0 

1065 

0 


(D) 

0 


(D) 


(D) 
(D) 


773     1941 
(D)        0 

0 

477 

39 

0 


(D) 


2 
1704 
(D) 
(*) 
0 
0 

(D) 
(D) 

2 


(D) 


(D) 


(D) 


(•) 


0 


955 
377 
0 
480 
(D) 
(D) 
(D) 


(D) 


(D) 

0 

(D) 


(D) 

186 
2 
0 


0 

(D) 
(D) 


0 

(D) 
(D) 

0 


(D) 


45 

(D) 


(D) 

0 

(D) 

0 


(D) 

0 

(D) 

0 
0 
0 


557 

0 

(*) 

550 

0 

(D) 

0 

0 

(D) 

0 


(D) 


(D) 


(D) 


154 

8 

(D) 

(D) 

106 

(D) 
1 


(D) 

0 

(D) 

17 
0 


113 

154 

4421 

41 


(D) 

23 
(D) 


(D) 

0 

(D) 
(*) 


(D) 
(D) 

0 

(D) 
1 

0 
0 


4902   104  CO 


21 

20 

10327 

0 

(D) 

(D) 

0 

0 

(D) 
(D) 

(D) 


(D) 

0 

(D) 


(D) 

(D) 
(D) 
(D) 

8 
0 
0 

(D) 
(D) 


609 
(D) 

(D) 

173 
2 
0 
• 
0 
4 

(D) 


(D) 


Addenda  — 

European  Oocnmities   (12) 
OPEC 


30741 
387 


145 
(D) 


1443 
0 


6885 
6 


773 

1270 

1310 

7182 

4125 

(D) 

0 

102 

3 

(D) 

Table  21. — Outlays  for  Acquisitions  and  Bstahllshnents.  Oountry  of  UB3.  by  Industry  of  U.S.   Business  Bitecprise,    1991 

[Millicns  of  dollars] 

All       Petro-  Manufacturing                               Wiole-  Retail  Bank-  Kinanoe,    Insur-  Real     Serv-     Other 
Indus-     levjn     sale        trade     ing       except       ance  estate  ices     indus- 
tries "total     Baod     Cheni-  Priiary  Machin-  Other  trade                                banking                                            tries 
ai^       cais         and  ery       nanu- 
kindred     and         fabri-  fac- 
ptod-     allied     cated  turirg 
ucts     p:od-       netals 
'  ucts 

All  countries 22^98  660      lossj          7S7       29^4          348       5046        1440          443        inb         433        1899       2062        2919       204(          217 

Canada   2(46  (D)        i!>78           (D)           (D)              0          163          214               0            (D)              0           (D)              o            (D)           (D)            79 

Burcpe 127S8  125        7282          6i>        nit          214        4068          en          268            (D)          391          607           (D)          m          922           (D) 

Austria   (D)  0           (D)              0000           (D)              00000020 

Belgium   108  (D)           (D)              0010           (D)              0               0               0               0            26               0           (D)              0 

Dennark   3b  0             3b              0           (D)              0               0           (D)              00000000 

Finland   (D)  0           (D)             0          (D)             0              0           (0)             0              0              0              0              0              0              0             0 

France 4747  (D)   3393     (D)     (D)     (D)     (D)     46     14      0     (D)     4b     (D)     (D)    134      4 

Gemany 1667  0   1311      1     (D)      0     (D)     92     (D)      4      0     (D)      0     6<      b      1 

Ireland  (D)  010001000           (D)          (D)             0400 

Italy 433  0              407                    0                    2                     0              3bb                 bo                    0                     0                    0                 2b                    0                     0                    1                    0 

Liechtenstein 7  0              0              0              0              0              0              0              0              0              0              0              0              7              0             0 

Luxeiisourg ib  0           (D)             0              0              0              0          (D)             0              0              0              0              0           (D)             0             0 

Netherlands ib89  0          2b3           (D)              0               7           (D)          i6e           (D)           (D)              0               2           (D)          1(4            82            29 

bkxuay   b3  (D)           (D)              0           (D)              0               0               0               b               0               0           (D)              0031 

Spain   363  0           (D)              0              0               0           (D)           (D)           (■)              0           (D)              0             39           (D)              0              2 

Sweden  238  0    136      0      2     (D)    (D)     6b     (D)      0      0      1      0     77     (D)      0 

^fitzerland  1322  0    i»i           (D)     (D)      0     (D)      0      b      0      0     (D)     (D)     23     (D)     (D) 

United  Kingdon I8I1  (D)    920     (D)    (D)    ib4    212    274     (D)    i63      0     (D)    (D)    129    ibo     21 

Other  38  0           (D)             000           (D)             000           (D)             100          (D)             0 

Latin  BiBrioa  and  Other  Western  Hemisphere  317  (D)    (D)      0      0      0     (D)    (D)     13     (D)     34      0      0    ib6      2    (D) 

South  and  Central  Anerica 90  0     12      0      0      0      0     32      1      0     34      0      0     23     (*)      0 

Brazil  18  0      i      0      0      0      0      1      0      0     (D)      0      0     (D)    (•)      0 

Mexico  bo  0     27      0      0      0      0     27      1      0     (D)      0      0     (D)      0      0 

Panama  ........ .....................  12  0      4      0      0      0      0      4      0      0      0      0      0      e      0      0 

Venezuela (D)  000000000           (D)             00000 

Other (D)  000000000           (D)             00200 

Other  Western  Hemisphere   227  (D)          (D)             0              0              0          (D)          (D)           12           (D)             0              0              0          133              2          (D) 

Pah^maff  (D)  00000000              0000           (D)             0              0 

Benuda 104  0              0              0              0              0              0              0              7           (D)             0              0              0           (D)             0          (D) 

Netherlands  Antilles  12  (D)          (D)             0              0              0              0          (D)             0              0              0              0              0              0              2             0 

Uhited  Kingdcm  Islands,  Caribbean 6b  (D)          (D)             000          (D)          (D)             b              0000            22              00 

Other    (D)  000000000000           (D)              0              0 

Africa   (D)  0000000           (D)             0000000 

South  Africa  ............................  0  0             0             0             0             0             0             0             0             0             0             0             0             0             0             0 

Other (D)  0000000           (D)             0000000 

Middle  East   110s  0           (D)              0               1               0           (D)           (D|              2               0               0           (D)              0            (D)           (D)              1 

Israel  303000  (D)          (D)             00000000 

Kuwait   (D)  0               4              0              0               0               4               0               0               0               0           (D)              0            (D|           (D)              0 

Lebanon  .................................  2000000020000000 

Saudi  Arabia   ............................  13  0              0              0              0              0              0              0              0              0              0              3              0            10              0             0 

United  Arab  EUrates  (D)  0           (D)             0000           (D)             0              0              0              o              0              0              0              1 

Other  ...................................  7  0              3              0              3              0              0              0              0              0              0              4              0              1              0             0 

Asia  and  Pacific b7i4  23   ib72     (D)    (D)    114    783    294    104    7o7      9   ioe3     (D)   1084    941     (D) 

Australia 97  0     (D)      0      4     (D)      0     (D)    (D)      0      0      0      0      0      0      0 

Hcng  Kcng lie  0100001           (D)              0              0              0              0            bi           (D)             0 

Japan  b06b  22     1207       (D)      (D)       b2      669      ISB       66      707         9     1037       (D)      9bl      809       (D) 

Korea,   Republic  of 103  0             6a              0               0           (D)           (D)           (D)              000           (D)              0               7           (D)              1 

Malaysia (D)  1000000000000          (D)             0 

New  Zealand  (D)  0           (D)             0              0           (D)             0              0              0              0              0              0              0              0              0              0 

Philippines  .............................  0  0             0             0             0             0             0             0             0             0             0             0             0             0             0             0 

Singapore  i6  0boobooooooo3          (D)          (D) 

Taiwin  116  0           (D)             0              0              0          (D)             1              1              0              0              0              0            is              0          (D) 

Other  142  0           (D)             0              0              0              3           (D)             0              0              0           (D)             0            53          (D)             0 

United  States  .............................  (D)  0              0              0              0              0              0              0           (D)              0              0              0              0              0              2             0 

Addenda  — 

Euircpean  Oosaunities  (12)  iioia  119    6462    bsb    loss     iss    leii     768    249     (D)     (D)    426    1872    438    377     60 

OPEC 1232  0     (D)      0      0      0      4     (D)      0      0     (D)     (D)      0     (D)     (D)      i 
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Table  24. — TasBta  d.  U.S.  Business  Ehterpcises  h^quired  and  Bstablished,   Industry  c£  U.S.  Business  Ehterpriae  by  IVpe  of  Investnerfc,  1987-91 

[Mil  Ivns  a£  cfcdlars] 


1987 


1988 


1989 


1990 


1991 


Ibbal     Acquiai-    Efetab-       Tttal     fcquisi-    Ebtab-       Tbtal     Sotjuisi-    Ebtab-       Tbtal     Scquisi-    Ebtab-       Ibtal     floquiai-     Ebtab- 
ticns     lishmsits  tixTis     lishna'its  tions     lishmaits  tirns     liahmsits  ticna     li^hinait: 


All  industries U1122 

PetrxxLeun  1316 

Petxoleun  £  ODal  po:ds.  senof.    .  (D) 

Other  (D) 

tbm&CtMil^ 24934 

Rxd  and  kindred  ptxxtucts 34es 

Beverages 2460 

Other  1025 

Chanicals  ani  allied  pcodicts  ..  S237 

Industrial  chanicals 4210 

Dcugs  69 

SoBf),  clmncra,  i  toiletries  .  (D) 

Other  (D) 

PriiEiry  arel  fehricated  metals  ..  1903 

Primacy  retal  industries 931 

E^errous 684 

Njnfercous 247 

Fbbcijcadted  metal  prrrirts  ....  972 

>^chinery 4750 

techinery,  escept  electrixal  .  2182 

OjnpJ^esc  &  nfriae  equip.   ...  1379 

Otl^er  803 

Electric  £  electnxiic  equip.    .  2568 

ftidio^  video,  £  uluui 1372 

Electrcnic  oCTfXTtents 1088 

Other  107 

Othfr  manufacturing 9SS9 

Tactile  pixducts  ani  agpftrel  .  S23 

lurber  arid  furniture 23 

E6()er  and  cUlied  pixxlcts  . . . .  (D) 

Printing  acid  pihmiing 515 

NBHspspers (D) 

Other  (D) 

Rubber  nnxbcts (D) 

Misc.  plA!<im  products 431 

Sbcne,  c^i^v,   £  glass  prriirts  1802 

TEangpartaticn  equipnent 888 

Jifata:  vehicles  £  equipnait  .  89 

Other  799 

Instrunents  ard  related  pinds.  941 

Other  3286 

Rhctleaale  trade  1650 

JtotKB:  \ehicles  and  equipnent  ...  0 

Profeasicral  fi  canmer.  equip.    ..  37 

Metads  and  minerals (D) 

Electrical  gocids 88 

Mitddnery  £  equipnait 157 

Other  ctrahle  9xds 232 

QympriPB  ard  related  procbjcts  .  102 

F^uai  product  rew  materials (D) 

Other  njTJirT^lff  gsods 975 

Retail  trade 1887 

General  merdandise  stcces (D) 

Fbod  stores 137 

Apparel  aid  acce3a:xy  stores  ...  (D) 

ether  1161 

EBnking  12649 

FiiKnoe,  eicept  barking     70747 

Insurance  591 

Heal  estate  6777 

Services  5991 

Ifcjtels  £  other  locking  plarpw  ..  2087 

Business  services 3554 

Cknputer  £  data  pajc.  serv.   ..  819 

Other  hninpt°w  services 2735 

ttetjcxi  pictures 112 

Engineering  C  arch,  services  ...  ( D) 

Acaxnt.,  resch.  £  tgirtt.  serv.   .  147 

Health  services 5 

Other  services  (D) 

Other  industries  4580 

Agriculture,  fccestry,   £  fiA.   .  357 

Mining  1511 

Cbal  693 

Other 818 

Ocnstructijcn 888 

ttans^xirtatjcn (D) 

Ocnanicaticn  £  pub.  utilities  .  (D) 


7219 

13903 

142578 

123553 

19024 

127511 

99306 

282D4 

1 11974 

95184 

16790 

144925 

133213 

11712 

684 

632 

9096 

6789 

2307 

3169 

2859 

310 

957 

(D) 

(D) 

(D) 

538 

(D) 

(D) 

0 

3480 

3463 

18 

1673 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

632 

5615 

3326 

2289 

1496 

(D) 

(D) 

(D) 

709 

(D) 

(D) 

(D) 

(D) 

3161 

1773 

44647 

40178 

4469 

40256 

36790 

3466 

30626 

28987 

1639 

12210 

10401 

1809 

3156 

329 

2739 

2670 

69 

3975 

3850 

125 

1201 

1090 

111 

(D) 

P) 

(D) 

2447 

13 

153 

149 

4 

92 

(D) 

(D) 

76 

72 

4 

(D) 

(D) 

(D) 

709 

316 

2585 

2520 

65 

3883 

(D) 

(D) 

1125 

1018 

107 

406 

406 

0 

4976 

260 

3584 

1905 

1679 

11196 

10358 

838 

58  3  2 

5509 

323 

3024 

(D) 

(D) 

4155 

55 

961 

823 

138 

2837 

(D) 

(D) 

223 

(D) 

(D) 

(D) 

(D) 

(D) 

69 

0 

1612 

173 

1438 

4001 

3569 

433 

1980 

1980 

0 

1536 

(D) 

(D) 

(D) 

0 

392 

392 

0 

3037 

3036 

1 

12  57 

1257 

0 

(D) 

(D) 

(D) 

(D) 

205 

619 

517 

102 

1321 

(D) 

(D) 

2372 

(D) 

(D) 

605 

(D) 

(D) 

1605 

297 

10321 

9998 

323 

6775 

6482 

293 

7930 

7404 

525 

(D) 

383 

(D) 

772 

159 

534 

326 

208 

3262 

3018 

244 

4  571 

4143 

428 

128 

125 

4 

551 

133 

284 

(D) 

(D) 

2138 

(D) 

(D) 

4284 

(D) 

(D) 

128 

125 

4 

222 

26 

250 

(D) 

(D) 

1125 

(D) 

(D) 

287 

(D) 

(D) 

0 

0 

0 

833 

139 

9787 

9672 

115 

3513 

3464 

49 

3  3  59 

3261 

97 

(D) 

259 

(D) 

4430 

320 

8974 

8391 

584 

6633 

6457 

176 

4671 

4307 

363 

5986 

5685 

300 

1949 

233 

4083 

3744 

339 

4825 

4779 

46 

2479 

2299 

180 

1445 

(D) 

(D) 

1211 

168 

1535 

1473 

63 

1841 

1828 

13 

776 

625 

151 

75 

(D) 

(D) 

738 

65 

2548 

2271 

277 

2984 

2950 

34 

1702 

1673 

29 

1370 

(D) 

(D) 

2481 

86 

4891 

4646 

244 

1808 

1678 

130 

2192 

2009 

183 

4541 

(D) 

(D) 

1371 

1 

1739 

1737 

2 

1  19 

(D) 

(D) 

78 

(D) 

(D) 

(D) 

(D) 

(D) 

1058 

30 

2288 

2140 

149 

1246 

1  173 

73 

1420 

(D) 

(D) 

666 

665 

2 

52 

55 

864 

770 

94 

442 

(D) 

(D) 

694 

694 

0 

(D) 

(D) 

0 

8993 

567 

19028 

17214 

1814 

11678 

9643 

2035 

10993 

10676 

316 

2105 

1781 

324 

738 

85 

565 

(D) 

(D) 

522 

(D) 

(D) 

991 

962 

29 

174 

(D) 

(D) 

10 

12 

154 

(D) 

(D) 

72 

(D) 

(D) 

296 

266 

30 

172 

(D) 

(D) 

(D) 

(D) 

260 

260 

0 

439 

(D) 

(D) 

215 

212 

4 

(D) 

(D) 

(D) 

515 

0 

7313 

6864 

449 

3727 

2406 

1320 

821 

814 

7 

214 

214 

0 

(D) 

0 

297 

294 

3 

60 

60 

0 

(D) 

(D) 

0 

(D) 

(D) 

0 

(D) 

0 

7017 

6571 

446 

3666 

2346 

1320 

(D) 

(D) 

7 

(D) 

(D) 

0 

(D) 

(D) 

3199 

(D) 

(D) 

390 

355 

34 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

407 

24 

896 

562 

334 

567 

430 

138 

(D) 

(D) 

5 

226 

217 

9 

14  56 

346 

3460 

3414 

46 

1291 

1032 

2  59 

2071 

1996 

75 

365 

365 

0 

844 

44 

1115 

368 

747 

2111 

1909 

202 

1147 

1091 

56 

333 

(D) 

(0) 

45 

44 

(D) 

(D) 

747 

(D) 

(D) 

202 

(D) 

(D) 

56 

196 

(D) 

(D) 

799 

0 

(D) 

(D) 

0 

(D) 

(D) 

0 

(D) 

(D) 

0 

137 

136 

2 

927 

15 

1676 

1579 

97 

1752 

(D) 

(D) 

1039 

(D) 

(D) 

260 

259 

1 

3267 

19 

190 

188 

1 

807 

(D) 

(D) 

2405 

2347 

58 

205 

174 

31 

1555 

95 

3806 

3360 

446 

2093 

(D) 

(D) 

2489 

2156 

333 

58  3 

484 

99 

0 

0 

383 

169 

214 

137 

(D) 

(D) 

141 

137 

3 

35 

34 

1 

26 

12 

3  58 

(D) 

(D) 

179 

(D) 

(D) 

66 

(D) 

(D) 

37 

(D) 

(D) 

0 

(D) 

127 

92 

35 

32 

(D) 

(D) 

(D) 

(D) 

15 

22 

1 

20 

61 

27 

44 

43 

1 

367 

(D) 

(D) 

133 

127 

5 

34 

(D) 

(D) 

(D) 

(D) 

131 

131 

0 

117 

113 

4 

248 

146 

103 

114 

(D) 

(D) 

232 

0 

239 

216 

22 

2  59 

249 

9 

526 

497 

29 

33 

27 

6 

102 

0 

2200 

2200 

0 

249 

155 

93 

140 

33 

107 

(D) 

(D) 

2 

(D) 

0 

60 

(D) 

(D) 

7 

7 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

962 

12 

264 

190 

74 

747 

62S 

120 

611 

59  3 

17 

278 

277 

2 

1677 

10 

9635 

9298 

337 

5539 

5488 

51 

1023 

957 

66 

4015 

(D) 

(D) 

(D) 

0 

7882 

7882 

0 

(D) 

(D) 

6 

(D) 

(D) 

0 

(D) 

(D) 

2 

135 

2 

512 

511 

2 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

0 

669 

339 

330 

205 

205 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

1 

1153 

8 

572 

567 

5 

4951 

4907 

45 

881 

837 

43 

536 

(D) 

(D) 

9475 

3174 

15779 

11742 

4037 

9278 

(D) 

(D) 

12132 

10057 

2075 

35969 

(D) 

(D) 

8828 

1918 

11445 

(D) 

(D) 

32053 

22054 

9999 

9531 

6079 

3452 

16189 

13245 

2944 

547 

44 

16978 

(D) 

(D) 

7208 

(D) 

(D) 

4140 

(D) 

(D) 

(D) 

(D) 

(D) 

2209 

4568 

4228 

804 

3424 

8068 

1529 

6538 

10668 

4122 

6346 

(D) 

(D) 

2966 

4925 

1066 

9291 

8344 

947 

10161 

8066 

2095 

28050 

26469 

1581 

2870 

2205 

664 

1243 

844 

3315 

2586 

727 

3012 

1246 

1766 

8180 

7225 

9  54 

740 

285 

455 

3452 

102 

1388 

1326 

62 

2107 

2011 

97 

5193 

4993 

200 

1327 

1279 

48 

804 

15 

1035 

1034 

2 

192 

(D) 

(D) 

(D) 

(D) 

123 

(D) 

(D) 

7 

2648 

87 

353 

292 

60 

1915 

(D) 

(D) 

(D) 

(D) 

77 

(D) 

(D) 

41 

84 

27 

1149 

1143 

6 

3877 

3800 

77 

12524 

12520 

5 

127 

(D) 

(D) 

(D) 

0 

95 

(D) 

(D) 

83 

83 

0 

741 

738 

3 

(D) 

(D) 

0 

63 

84 

(D) 

(D) 

55 

(D) 

(D) 

15 

137 

(D) 

(D) 

45 

(D) 

(D) 

5 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

185 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

9 

3218 

3145 

73 

877 

737 

140 

1090 

735 

354 

501 

359 

141 

3958 

622 

17673 

17321 

352 

9686 

9417 

269 

12358 

11266 

1092 

326 

242 

<4 

175 

182 

247 

198 

49 

393 

251 

141 

174 

96 

78 

85 

(D) 

(U) 

1399 

1  11 

461 

241 

220 

646 

631 

14 

1383 

1335 

47 

26 

26 

0 

669 

24 

(D) 

(D) 

(D) 

356 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

(D) 

0 

731 

87 

(D) 

(D) 

(D) 

290 

(D) 

(D) 

(D) 

(D) 

47 

(D) 

(D) 

0 

57  3 

315 

4416 

4364 

52 

539 

486 

53 

(D) 

(D) 

(D) 

16 

13 

3 

(D) 

14 

12421 

12414 

8 

5546 

5519 

26 

(D) 

(D) 

(D) 

69 

(D) 

(D) 

(D) 

0 

128 

104 

23 

2  56  3 

2529 

34 

1546 

1023 

524 

130 

(D) 

(D) 

Table  25. — feaeta.  Sales,  Net  Inccme,  E^ifiloyment,  and  Acres  of  Land  Owned  by  U.S.  Business  E^terpciaea  tequlred  oc  Bstabllahed, 

by  Industry  of  U.S.  Business  &itecpri3e,    1988 

[Millions  of  dollars  or  lunber] 

Tbtal  U.S.  business  enterprises  acquired  U.S.  business  enter]prises  established 

assets  of — — 

all  U.S. 

business 

enter-  Ttatal  Sales         Net             Number           Number  of       Tbtal  Sales  Net              Nuiter           Nv«ter  of 

prises  assets                         inoame  of               acres  of         assets  incxxe  of               acres  of 

acquired  esvJoyeeo       land  auned  f»iployces       lard  oned 

—  or 

estab- 
lished 

Ml    industries Hlil»  WlSSl  670^8  29J2  e9S97J  402ie96  19024  b440  -112  40372  3(1001 

Petroleum 909e  67B9  9!>19  429  16I86  sisio  2107  212  4)  ia«  2ooi!> 

Petroleim  (  ooal  products  manufacturing  .  3480  3463  7881  (D)  5566  (D)  le  90  56  109  131 

Other  5615  3326  1637  (D)  10620  ( D)  2289  122  -14  77  19904 

Manufacturing 44647  40i78  34762  695  294520  128573  4469  3238  -lea  28539  11626 

FVaod  and  kindred  products  2739  267o  4601  130  29692  i809e  69  (D)  -1  724  7s 

Beverages  1S3  149  71  -3  ii64  971  4  1  (*)  (D)  (D) 

Other  2585  2520  4530  134  28528  17127  65  (D)  -1  (D)  (D) 

Chemicals  and  allied  products 3584  1905  2239  92  10993  (D)  1679  1558  -33  13295  2227 

Industrial  chemicals  (  synthetics 96i  823  922  25  4257  (D)  1 38  (D)  -3  (D)  0 

Drugs  1612  173  219  17  1597  45  i43e  1489  -31  13020  2172 

Soap,  cleaners,  and  toilet  goods 392  392  260  10  1353  106  000  0  0 

Other    619  517  838  40  3786  17153  102  (D)  1  (D)  55 

PrijKtry  and  fabricated  metals  10321  9998  7104  i3i  45410  (D)  123  (D)  21  582  sii 

Primary  netal  industries 534  326  376  25  ]8i7  1073  20s  (D)  (D)  (D)  (D) 

Ferrous   204  (D)  (D)  22  (D)  (D)  (D)  (D)  C)  (D)  (D) 

Nanferrous   250  (D)  (D)  2  (D)  (D)  (D)  (D)  (D)  (D)  (D) 

Fabricated  metal  products 9787  9672  672s  106  41613  (D)  115  46  (D)  (D)  (D) 

hfechinery   8974  e39i  7807  -288  71901  3194  5B4  431  -46  2059  455 

Machinery,  except  electrical   4003  3744  3881  11  11944  2177  119  140  -2a  1012  2S9 

Ocmpjter  and  office  equipment   1535  1471  981  (*)  ee9i  100  61  56  (D)  519  (D) 

Other     2548  2271  2900  11  23053  2077  277  284  (D)  473  (D) 

Electric  and  electronic  equipnent   4891  4646  3924  -301  39957  1017  244  92  -19  1047  1(6 

Household  audio,  video,  I  ccsm  equip  1739  1737  1051  -239  6416  256  2  (•)  (*)  0  (D) 

Electronic  ooanponents  {  accessories  .  2288  2140  2043  -ai  22651  642  149  23  (D)  513  (D) 

Other 864  770  a29  19  10090  119  94  68  (D)  534  (D) 

Other  manufetcturing 19028  17214  13011  63o  136504  53220  iei4  ooa  -109  11879  alls 

Ttextile  products  and  apparel   565  (D)  593  19  7194  1906  (D)  7  -6  (D)  (D) 

Lisiber,  wood,   furniture,    C  fixtures  ...  154  (D)  116  4  1350  (D)  (D)  (D)  -1  (D)  (D) 

Paper  and  allied  products   260  260  i46  5  1868  (D)  000  0  0 

Printing  and  publishing   7313  6864  3259  251  24940  501  449  (D)  (D)  (D)  (D) 

Newspapers 297  294  111  4  2613  29  s  (*)  (*)  (D)  (0) 

Other   7017  6571  314b  247  22327  552  446  (D)  (D)  (D)  (D) 

Rubber  products  1199  (D)  4331  15a  56615  722  (D)  2  -2  ID)  (D) 

Miscellaneous  plastics  products 896  562  535  37  5136  439  114  65  (D)  2018  (D) 

Stcne,   clay,   and  glass  products 3460  3414  2052  111  19788  47681  46  (D)  (*)  6  (D) 

Transportation  equipnent   lub  366  242  -4  2694  i7i  747  215  -123  1852  7864 

Motor  vehicles  and  equipnent    (D)  (D)  (D)  (D)  (D)  (D)  747  215  -123  1852  7S64 

Other  transportation  equipnt,   nee  ...  (D)  (D)  (D)  (D)  (D)  (D)  0  0  0  0  0 

InstriBients  and  related  products   1676  1579  1144  43  11156  557  97  (D)  6  (D)  (D) 

Other     390  388  394  6  5763  570  1  0  0  (D)  0 

Wholesale  trade  3606  3360  5656  84  21765  12169  446  530  -12  1002  397 

Motor  vehicles  and  equipnent   383  169  310  -2  2652  (D)  214  (D)  -1  (D)  (D) 

Pcafeasional  £  oosmerc.  equip  t  supplies  ise  (D)  407  1  isi7  (D)  (D)  (D|  -1  (D)  0 

Metals  and  minerals,  exc.  petroleum 127  92  186  9  (D)  (D)  15  (D)  3  (D)  0 

Electrical  90ods  44  43  57  3  528  (D)  100  0  (D) 

>^tchinery,   equipnent,   and  supplies 111  131  228  6  1215  6  0  0  0  0  0 

Other  durable  goods  239  216  354  -6  1194  (D)  22  (D)  (D)  (D)  0 

Groceries  and  related  products  2200  2200  1615  49  10511  2021  000  0  0 

Fam  product  raw  iBterials   60  (D)  70  3  (D)  (D)  (D)  0  0  (D)  0 

Other  ncnduredile  goods  264  190  410  22  3004  (D)  74  87  (D)  (D)  (D) 

Retail  trade  9635  9298  14703  277  171982  3950  337  (D)  -4  (Dl  (D) 

General  merchandise  stores   7  88  2  7S6  2  11 56 3  3  26  141524  3592  0  0  0  0  0 

F>Dod  stores   512  511  2370  3  22630  (D)  200  0  0 

flpparel  and  accessory  stores  669  339  271  (D)  3575  (D)  310  (D)  -4  (D)  (D) 

Other     572  567  570  (D)  4253  93  5  17  (•)  (D)  ( D) 

Banking   15779  11742  1077  iio  7686  (D)  4011  213  a  217  (D) 

Finance,  except  banking     11445  (D)  266  1  702  (D)  (D)  103  (•)  450  (D) 

Insurance   16978  (D)  t77o  610  29711  ib68  (D)  (D)  -2  (D)  0 

Real  estate  4228  804  i64  9  751  6056  3424  302  35  ma  201209 

Services 9291  0344  4527  247  79110  10540  947  225  1  4415  IJ75 

Hotels  and  other  locking  places 3315  2588  a29  49  27791  912a  727  154  -5  3356  (D) 

Kisiness  services  i38a  1326  1191  117  iitoo  82  62  24  2  105  (D) 

Ccsfxiter  (  data  panocessing  services  ...  1035  1034  aa5  101  (063  (D)  2  3  (*)  (D)  0 

Other  business  services   353  292  307  16  5537  (D)  60  21  2  (D)  (D) 

Mstiion  pictures,   incl.   TV  tape  and  film  .  1149  1143  513  28  3283  120  too  (D)  0 

Eiigineering,  architect.,    (  surveying  serv  95  (D)  87  1  1277  (D)  (D)  (D)  1  (D)  c 

Aoctng,   research,  ngmt.,   (  rel.  services  (D)  (D)  (D)  -2  (D)  (D)  55  (D)  1  27a  (D) 

Health  services   (D)  (D)  (D)  (*)  (D)  0  (D)  (D)  -1  0  0 

Other     1218  1145  1818  51  11937  I  I  7  >,  71  17  |  (15  (D) 

Other  industries  i767i  17121  95J6  470  71560  38062bb  j52  42  -12  ko  121922 

Agriculture,   forestry,   and  fishing   247  i9b  76  (•)  950  257739  49  (D)  2  215  121425 

Mining   46i  241  99  i  664  it342  220  (D)  (D)  (D)  2284 

Coal   (D)  (D)  (D)  (•)  (D)  (D)  (D)  (D)  (D)  (D)  (D) 

Other   (D)  (D)  (D)  (•)  (D)  (D)  (D)  1  C)  (D|  (D) 

Oonstruction 4410  4364  2269  15  iiia7  155922  52  (•)  -1  (D)  (D) 

Treui^jortation  12421  12414  6915  440  57329  ii76260  a  (*)  (*)  (D)  (D) 

Oiminicaticn  and  public  utilities   128  104  156  -6  1210  25  21  1  (D|  (D)  0 


Tafale  26. — Rsiaeta,  Sales,  ^fet  Inooie,  HiiJoynent,  and  Acres  of  land  Owned  by  U.S.  Business  Biterpcises  ftoquired  oc  Established, 

by  Industry  of  U.S.  Business  Enterprise,   1989 

[Millions  of  dollars  oc  number] 


Itabal 
assets  of 

all  U.S. 

business 
enter- 
prises 

acquired 
cc 
estab- 
lished 


U.S.  business  enterprises  acquired 


U.S.  business  enterprises  established 


^Ibtal 
assets 


Sales 


Net 

Number 

Ninter  of 

Itatal 

inocne 

of 

acres  of 

assets 

en^iloyees 

land  owned 

Sales 


Net 

NiBter 

Hjnbec  of 

inccme 

of 

acres  of 

eiplpyees 

land  owned 

All  industries 


PetroleiBi 

Etetcoleun  C  ctmiI  pcocbcts  lanujEacturing 
Other  


Kanufacturing 


F\3cxl  and  kindred  pcodjcts 

Beverages  

Other   


Choiicals  and  allied  products 

Industrial  dienicals  I  synthetics 

Drugs  

Soap,  cluuiers,  and  toilet  goods  . 
Other  


Prinary  and  fabricated  netals 
Frinary  letal  industries  . . . 

C^errous  

Nsnfecncus 

Fabricated  netal  products  .. 


Machinery 

Hadiinery,   except  electrical 

Coi;)uter  and  office  equipnent 

Other  

Electric  and  electronic  equipment 

Hsusehcdd  audio,  video,    (  ooma  equip 

Electronic  oorponents  i 

Other 


Other  lanufacturing   

"Dextile  products  and  apparel 

lAster,  wood,   furniture,   £  fixtures 

Paper  and  allied  products  

Printing  and  publishing  

Newspapers  

Other  

Rubber  products  

Miscellaneous  plastics  products  .... 

Stcne,  clay,  and  glass  products . 

Transportaticn  equipnent   

hfctor  vehicles  and  equipnent   

Other  transportatim  equipnt,  nee 
Instruients  and  related  products  . . . 
Other  


Aiolesale  trade  

Mstor  vdiicles  and  equipinent  

Professional  (  oamerc.  equip  t  supplies 

>fetals  and  ninerals,  exc.  petroleum 

Electrical  goods  

hfechinery,  equipnent,  and  supplies 

Other  durable  gsods 

Qxceries  and  related  products 

Farm  product  raw  leterials  

Other  nondurable  93ods 


Retail  trade  

General  merctendise  stores   . . 

Pood  stores  

A{parel  and  accessary  stores 
Other  


Banking  

Finance,   except  banking 
Insurance  


Real  estate 


Services  

Hotels  and  other  lodging  places  

Business  services 

Oaputer  C  data  processing  services  ... 

Other  business  services 

Maticn  pictures,  incl.  TV  tape  and  film  . 
Engineering,  architect.,  (  surveying  serv 
?cctng,  researtii,  ngmt.,    (  rel.  services 

Health  services  

Other   


Other  industries 

Sgriculture,   fisrestry,  and  fishing 

Mining  

Coal  

Other   

Ocnstruction  

Transpoctaticn 

Odwiinication  and  public  utilities 


31(9 
1673 

1496 

402S6 

3975 

92 

3883 

11196 
2837 
4001 
3037 
1321 

6775 
3262 
2138 
1125 
3513 

6633 
4825 
1841 
2984 
1608 

119 
1246 

442 

11678 

522 

72 

439 

3727 

60 

3666 

390 

567 

1291 

2111 

(D) 

(D) 

1752 

807 

2093 
137 
179 
32 
367 
117 
259 
249 


5539 
(D) 
(D) 
205 

4951 

9278 

32053 

7208 

8068 

10161 

3012 

2107 

192 

1915 

3877 

83 

(D) 

(D) 

877 

9686 
393 
646 
356 
290 
539 
5546 
2563 


2859 
(D) 
(D) 

36790 

3850 
(D) 
(D) 

10358 

(D) 

3569 

3036 

(D) 

6482 

3018 

(D) 

(D) 

3464 

6457 
4779 
1828 
2950 
1678 

(D) 

1173 
(D) 

9643 

(D) 
(D) 
(D) 

2406 
60 

2346 
355 
430 

1032 

1909 
(D) 
(D) 
(D) 
(D) 

(D) 
(D) 
(D) 
(D) 
(D) 

113 
249 
155 

7 
628 

5488 

(D) 
(D) 

205 
4907 

(D) 

22054 

(D) 

1529 

8066 

1246 

2011 

(D) 

(D) 

3800 
83 
(D) 
(D) 

737 

9417 
251 
631 
(D) 
(D) 
486 
5519 
2529 


1854 

1400 

454 

39306 

6385 

47 

6337 

6553 
1869 
2393 
1492 
800 

8166 
3560 
2092 
1468 
4605 

9021 
7094 
2759 
4335 
1927 
73 
1218 
636 

9181 

874 

(D) 

(D) 

1513 

24 

1489 

582 

584 

1533 

1458 

(D) 

(D) 

1314 

831 

4018 
190 
(D) 
23 
840 
197 
600 
610 
(D) 
1286 

8139 
(D) 
(D) 
247 

6821 

(D) 


(D) 

4799 

299 

1829 

253 

1577 

1711 

84 

(D) 

(D) 


8213 
189 
413 
242 
171 
697 

6253 
661 


-113 
302 


420 
245 


(D) 

(D) 

38 

(D) 


(•) 


-221 
19 


1 
14 
(D) 

(D) 
(") 
(D) 


10 
3 

(•) 
-127 
-5 
13 
1 
-1 
54 


(D) 

(D) 

-27 


(D) 

186 

32 

(D) 

-34 

-44 

(•) 

1 

-1 

26 

4 

-9 

-5 


-129 
-3 
25 
10 
15 
(D) 
152 
(D) 


(D) 

590 

(D) 
(D) 

10122 

20692 

16365 

(D) 

61048 
22292 
14269 
8023 
38756 

72269 
45968 
12215 
33753 
26301 

5292 
14875 

6134 

88260 

12049 

(D) 

(D) 

14507 

584 

13923 

5601 

3545 

14833 

11935 

(D) 
(D) 

14415 
6916 

17  520 
1371 

(D) 

64 

6127 

708 
3127 
1400 

(D) 
3649 

175329 

(D) 

(D) 

2931 

162784 

(D) 

6977 
8066 

(D) 

56465 
20359 
19228 

3014 
16214 

2898 

1307 
(D) 
(D) 

7894 

52657 
1232 
2379 
994 
1385 
2041 

41416 
5589 


(D) 

1731 

(D) 


8050 
(D) 

(D) 
ID) 

8633 

6143 

659 

(D) 

(D) 
9449 
(D) 
(D) 
(D) 

1994 
913 
157 
756 

1081 
(D) 
864 

(D) 

134811 
310 
(D) 
646 
634 
7 
627 
373 
330 

110214 
496 
(D) 
(D) 
1669 
(D) 

729 
(D) 
(D) 

(D) 

5 

(D) 

361 


(D) 


310 

(D) 
(D) 

3466 

125 
(D) 
(D) 

838 

(D) 

433 
1 

(D) 

293 
244 
(D) 
(D) 
49 

176 


130 
(D) 
73 
(D) 

2035 
(D) 

(D) 
(D) 

1320 

0 

1320 

34 

138 

259 

202 

202 

0 

(D) 
(D) 

(D) 
(D) 
(D) 
(D) 
(D) 


(D) 
(D) 
(D) 

1463 
104 

(D) 
(D) 

(D) 
(D) 
(") 

0 

(D) 

(D) 
(D) 
(") 
(D) 


37 
5 


1148 

(D) 

9 

(D) 

567 

0 

567 

(D) 

99 

163 

159 

159 

0 

(D) 

5 

501 

(D) 
(D) 

(D) 
(D) 

1 
(D) 

0 

167 


(D 


(* 


(D) 

0 

0 

0 

(D) 

0 

0 

0 

2034 

45 

95 

-3 

(D) 

(D) 

(D) 

(D) 

4160 

9999 

392 

54 

67 

(D) 

(D) 

(*) 

3391 

6538 

491 

47 

5487 

2095 

375 

-8 

1368 

1766 

294 

-7 

320 

97 

39 

1 

(D) 

(D) 

(D) 

(*) 

(D) 

(D) 

(D) 

1 

161 

77 

3 

-4 

(D) 

0 

0 

0 

(D) 

15 

1 

(*) 

(D) 

0 

0 

0 

3223 

140 

39 

1 

35160 

269 

49 

(*) 

7233 

141 

20 

2 

23495 

14 

1 

-1 

14186 

(D) 

3 

(') 

9309 

(D) 

(•) 

-1 

3121 

53 

5 

(•) 

333 

26 

3 

-1 

978 

34 

19 

1 

16925 

307936 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

9323 

(D) 

228 

(D) 

108 

(D) 

120 

(D) 

371 

243 

(D) 

(D) 

(D) 

(D) 

0 

0 

(D) 

(D) 

473 

(D) 

361 

(D) 

(D) 

(D) 

(D) 

(D) 

112 

65 

857 

197 

142 

(D) 

(D) 

0 

(D) 

(D) 

715 

(D) 

(D) 

0 

240 

182 

(D) 

(D) 

7394 

525 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

2967 

1 

0 

0 

2967 

1 

(D) 

(D) 

955 

(D) 

(D) 

(D) 

1202 

349 

1202 

349 

0 

0 

(D) 

(D) 

(D) 

0 

1703 

116 

(D) 

0 

(D) 

0 

(D) 

(D) 

(D) 

0 

(D) 

0 

12 

(D) 

76 

(D) 

0 

0 

533 

(D) 

(D) 


0 
739 

0 
(D) 

206 

(D) 

104 

5 

(D) 

0 

646 

217029 

3407 

2554 

2593 

2180 

359 

(D) 
(D) 

51 

(D) 

0 

(D) 
(D) 

0 

0 

14 

0 

0 

0 

390 

368 

457 

66424 

193 

6563S 

34 

(D) 

(D) 
(D) 

(D) 

0 

(D) 
(D) 

(D) 
(D) 


(D) 


Table  27 — Assets,  Sales,  Net  Inoane,   Eln>loyment,  and  Acres  of  land  Owned  by  U.S.   Business  Ehterprises  Aotiuired  or  Bstabllshed, 

by  Industry  of  U.S.  Business  Eiiterprise,    1990 

[Millions  of  dollars  or  number] 


■total 
assets  of 

all  U.S. 

business 
enter- 
prises 

acquired 
or 
estab- 
lished 


U.S.  business  enterprises  acquired 


U.S.  business  enterprises  established 


Itatal 
assets 


Sale 


Net 


Number 

Number  of 

■total 

Sales 

Net 

Nuiber 

Niiter  at 

a£ 

acres  of 

assets 

incoiB 

of 

acres  of 

lend  owned 

otployees 

lard  otcied 

All  industries 


Petrolew 

Petroletsi  (  coal  pcoducts  manufacturing 
Other  


Kanufacturing 


FYxid  and  kindred  pcoducts 

Beverages  

Other   


Chenicals  and  allied  products  

Industrial  chemicals  (  synthetics 

Drugs  

Soap,  cleaners,  and  toilet  goods  . 
Other  


Primary  and  fabricated  metals 
Priiary  metal  industries  . . . 

Ferrous  

tfcnferrous  

Fabricated  metal  products  . . 


Machinery  

Machinery,  except  electrical   

OcBiputer  and  off ioe  eqxiipment   

Other   

Ellectric  and  electronic  equipnent 

Household  audio,  video,   C  ccssi  equip 

Electronic  oonponents  (  accessaries  . 

Other  


Other  manufacturing  

■Textile  products  and  apj^rel   

lAmber,  wood,   furniture,    (  fixtures 

Paper  and  allied  products  

Printing  and  publishing   

Newspapers  

Other  

Rxjbber  products  

Miscellaneous  plastics  products  .... 
Stone,  clay,  and  glass  products  .... 
transportation  equipment   

Hstcr  vehicles  and  equipnent 

Other  transportation  equipnt,   nee 
Instrisients  and  related  products   . . . 
Other 


Wholesale  trade  

Motor  vehicles  and  equipnent   

Prafessioned  (  cxamerc.   equip  C  supplies 

Meteds  and  minerals,   exc.   petroleum 

Electrical  goods  

Machinery,   equipnent,   and  si^jplies 

Other  durable  goods  

Groceries  and  related  pnoducts  

Farm  product  raw  loterials  

Other  ncndurable  goods  


Retail  trade 

Genered  merchandise  stores  .. 

FVood  stores 

Apparel  and  aocesscry  stores 
Other  


Banking  

Finance,   except  banking 

Insurance  

Real  estate  


Services  

Hotels  and  cither  lodging  places 

Business  services  

Ccafxiter  (  data  processing  services  ... 

Other  business  services 

Ration  pictures,  incl.  TV  tape  and  film  . 
Engineering,  architect.,  (  surveying  serv 
Aoctng,   research,  mgnt.,   (  rel.  services 

Health  services  

Other  


Other  industries  

Agriculture,   fearestry,   and  fishing 
Mining   

Coal   

Other  

Oonstruction  

Transportation   

Oanunicaticn  and  public  utilities 


9i7 

(D) 
(D) 


I  20  1 

76 

I12S 

S8]2 
22} 
1980 
1  257 
2372 

79J0 
4i71 
4284 
287 
3369 

4«71 
2479 

7  76 

1702 

2192 

78 

1420 

694 

1  099  3 
991 
296 
215 
821 

(D) 
(D) 
(D) 
(D) 

2071 

1147 

(D) 

(D) 

1039 
2405 

2489 
1  41 
66 

(D) 

1  33 
248 
5  26 
1  40 

(D) 

61  I 

1  023 
(D) 

(D) 
(D) 

881 
12132 


(D) 
(D) 

709 


1090 

72 

1018 

5509 

(D) 

1980 

1257 

(D) 

7404 
4143 

(D) 
(D) 

3  26  1 

4307 
2299 
625 
167  3 
2009 

(D) 
(D) 

694 

10676 
962 
266 
212 
8  14 
(D) 

(D) 
(D) 
(D) 

1996 
109  1 

(D) 
(D) 
(D) 

2347 

2156 
1  37 
(D) 
(D) 
1  27 
1  46 
497 
33 

(D) 

593 

957 

(D) 
(D) 
(D) 

837 


864 

(D) 
(D) 


1314 
1  15 

1  200 

1847 
105 

1030 
6  29 

2083 

9702 
5673 

(D) 
(D) 

4029 

5018 

2859 

901 

1958 

2  159 
(D) 

1423 
(D) 

1  1568 

1110 

406 

296 

4  14 

(D) 
(D) 
(D) 
(D) 

1572 
1  320 
(D) 
(D) 
1  182 
2655 

4320 
(D) 
59 

(D) 

190 
249 
390 
173 

(D) 

8  77 

1427 
(D) 
(D) 
(D) 

1  099 


37 
1  17 

3  30 
215 

198 

17 


-107 
-46 


(D) 
(D) 

3 

(*) 
181 

79 

(D) 
(D) 

-  35 
1  99 


(•) 

(D) 
(D) 


9531 

6079 

8  12 

-56 

4  140 

(D) 

1580 

106 

10668 

4322 

1123 

1  10 

280  50 

26469 

7970 

140 

8160 

7225 

1623 

26 

5193 

4993 

1  050 

55 

(D) 

(D) 

>03 

28 

(D) 

(D) 

347 

26 

1  2524 

1  2520 

3666 

1  12 

741 

738 

912 

(D) 

1  37 

(D) 

35 

(D) 

185 

(D) 

1  13 

- 1 

1090 

735 

571 

-  24 

1  23  58 

11266 

10160 

-93  / 

1  74 

96 

6  7 

-  5 

1  38  3 

1  335 

259 

30 

(D) 

(D) 

(D) 

1 

(D) 

(D) 

(D) 

28 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

1546 

1023 

462 

31 

2948 
(D) 

(D) 


8  34  3 
624 

7719 

16567 

569 

6546 

1889 

7563 

59444 

26882 

(D) 

(D) 

32562 

45676 
22387 

5327 

1  7060 

23289 

894 

16089 

610  6 

105146 

14197 

2580 

1750 

3913 

(D) 
(D) 
(D) 
(D) 

12417 
1  3387 
(D) 
(D) 
12720 
25819 

9197 
864 
292 
(D) 
516 
830 
968 
557 
(D) 

2899 

361  70 
(D) 
(D) 
(D) 

32583 

271  3 


79839 

35346 

8942 

6141 

2001 

187  1  6 

6393 

946 

1784 

7712 

73105 
1  231 
1684 

(D) 
(D) 

6  194 

6  1322 

2474 


1521 

(D) 
(D) 


1  321 

(D) 
(D) 

(D) 


95 

(D) 

(D) 
(D) 
(D) 

605 
1  83  5 

1879 
1  299 

127 
1172 

580 

(D) 
(D) 

219 

1  16023 
694 


(D) 
(D) 
(D) 

1  619 

I  11 
4 

107 

323 

(D) 

0 
0 

(D) 

525 
428 
(D) 
(D) 
97 

363 
1  80 
151 
29 
181 
(D) 
(D) 


(D) 
(D) 
(D) 


(D) 

2 

(D) 

(D) 
(D) 

0 

0 

254 

4  22 
385 

(D) 
(D) 

37 

225 
1  14 
1  10 
5 
1  10 
(D) 

(D) 


360 

(D) 

27 
2 

(D) 


(* 


(• 


21 

7 

(D) 

(* 

(D) 

(D) 

3 

(• 

218 

b 

(D) 

1 

151  51 

lb 

84 

5 

795 

S6 

77 

-3 

(D) 

V6 

77 

-  3 

(D) 

0 

0 

0 

536 

(D) 

(D) 

-  3 

(D) 

58 

52 

2 

4817 

J33 

7  35 

30 

7  J 

J 

(D) 

(• 

(D) 

(D) 

(D) 

1 

(D) 

15 
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6355 
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(D 
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47 

CI 

(• 
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1  58 
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(D 
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(D) 
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1  26 
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733 

974 
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2226 
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1444 
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0 
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(D) 
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0 
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1573 
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(D) 
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0 
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0 

(D) 
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0 

0 
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0 

0 
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0 
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4938 

16049 
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(D) 

2021 

0 

(D) 

0 

(D) 

0 

62 

0 

0 
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(D) 

(D) 

(D) 
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2105 

2856 

37403 

51 

35588 
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(D) 

0 

0 

(D) 

(D) 

623 

(D) 

(D) 

0 

(D) 
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1%d>le  28. — faeseta,  Sales.  Net  Incccie,   EliplcyiEnt,  and  Acres  of  Land  Owned  by  U.S.  Business  Enterprises  Acquired  or  Eatabllahed, 

ky  Irdustry  of  U.S.  Business  Enterprise,   1991 


[Millions  cf  dollars  or  runber] 


■Ibtal 
assets  of  

all  U.S. 

business 
enter-      Total 
prises      assets 

acquired 
or 
estab- 
lished 


U.S.  business  enterprises  acquired 


U.S.  business  enterprises  estahli^wd 


Sales 


Net 

Mjnber 

Number  of 

Tbtid 

inoaae 

of 

acres  ai 

assets 

eiployees 

land  OM^ed 

&iles        Net  NUrber  Niaiber  ai 

inoane  of  acres  of 

oiployees      land  otned 


All  industries 


Petroleim 

Petroleun  (  ooad  products  nanuf acturing 
Other  


Manufacturing 


FVsod  and  kindred  products 

Beverages  

Other  


Chemicals  and  allied  prcducts 

Industrial  cheidcals  C  synthetics 

Drugs  

Soap,  cleaners,  and  toilet  goods  . 
Other  


Priiary  and  fabricated  netals 
Prinary  netal  industries  . . . 

Ferrous  

Nanf errous  

Fabricated  letal  products  . . 


14492S  1  11213 


(D) 
(D) 
(D) 


(D) 
(D) 

406 

1024 

(D) 

1S]« 

(D) 

60S 

(D) 

1  28 

128 

0 

(D) 


S18 

(D) 
(D) 

10401 

(D) 
(D) 

406 

(D) 
(D) 
(D) 
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183 
12S 
1  2S 


395 
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(D) 


901 

(D) 
(D) 

1595 
(D) 
65 
(D) 


61  1 
210 
210 


(*) 


(D) 


(D) 

23 


12991 

266069 

11712 

3651 

41 

1656 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

0 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

89486 

21179 

1809 

1509 

(D) 

4240 

2  98  7 

(D) 

(D) 

2 

(D) 

(D) 

(D) 

(D) 

2 

(D) 

(D) 

0 

0 

0 

7174 

1424 

(D) 

(D) 

(D) 

2514 

(D) 

(D) 

1 

(•) 

(D) 

(D) 

(D) 

(D) 

(D) 

<D) 

(D) 

0 

0 

0 

1115 

262 

(D) 

(D) 

(D) 

4287 

167 

(D) 

25 

- 1 

1200 

81 

4 

1 

-4 

1  200 

81 

4 

1 

-  4 

1087 


(D) 


(•) 


(D) 

0 

(D) 


(D) 
(D) 


(D) 
(D) 
(D) 

0 

(D) 

244 
(D) 
(D) 

0 

(D) 


(D) 

0 

(D) 

(D) 

(D) 
(D) 


(D) 

0 

(D) 

0 

(D) 
(D) 

0 
0 
0 

(D) 


>bchinery  

Machinery,  except  electrical  

Oanputer  and  office  eguipment  

Other  

Electric  and  electronic  equipnent  

Household  audio,  video,  (  ccnn  equip 

Electronic  oaipcnents  {  accessories  . 

Other  ; 


Other  manufacturing 

Textile  products  and  apparel  

Lmber,  wosd,   furniture,   (  fixtures 

Paper  and  allied  products  

Printing  and  pjblishiiq   

Newqiapers 

Other  

Riisber  products 

Miscellaneous  plastics  products  . . . . 
Stone,  clay,  and  glass  products  .... 
Ttanspsrtaticn  equipnent  

ttotor  v^icles  and  equipment   

Otter  transportation  equipnt,  nee 
Instrments  and  related  products  . . . 
Other   


<niolesile  trade  

Motor  vehicles  and  equipnent  

Profeasinxial  (  osimerc.  equip  I  supplies 

Metals  and  ninerals,  exc.  petroleum 

Electrical  9xxls 

(bchinery,  equipnent,  and  sifjplies 

Other  durable  goods  

Groceries  and  related  products  

Farm  product  raw  materials  

Other  ncndurable  goods  


Retail  trade  

General  merchandise  stores  .. 

Food  stores  

ApE»rel  and  accessory  stores 
Other  


Banking  

Finance,  except  banking 

Insurance  

Real  estate  


Services  

Hotels  and  other  locking  pieces 

Business  services  

Coputer  t   data  processing  services  ... 

Other  business  services  

Motion  pictures,  incl.  IV  tape  and  film  . 
Bigineering,  architect.,  t  surveying  serv 
Aoctng,  research,  m^t.,  (  rel.  services 

Health  services  

Other  


Other  industries  

Jgriculture,   forestry,   and  fishing 
Mining   

Ccal   

Other  

Construction 

Transportation   

Ccxninicaticn  and  public  utilities 
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T«bl«  29. — AaaetB  of  U.S.  Busin«es  Acquired  or  Establiehed,  by  Country  of  UBO,  with  Largest  Invefltnent,  1987-1991 


[Millions  of  dollaraj 

1987  1988  1989  1990  1991 

Acquired  Establ .   Acquired  Eatabl .   Acquired  Establ .   Acquired  Eetabl .   Acquired  Eetabl . 

All  countries  117219  13903  123S53  19024  99306  28204  95184  16790  133213  11712 

Canada  4364  338  24610  321  15681  313  6123  1566  (D|  (D| 

Europe  31344  4221  67506  4050  45404  6043  50715  3604  114437  2371 

Austria  0  (D|  (D)  2  (D|  (D|  (D|  2  (D|  0 

Belgium  66  122  2029  135  465  123  202  95  (  D)  (D| 

Denmark  19  S  145  2  43  2  208  0  (D|  (  D| 

Finland  50  64  211  62  692  45  (D|  (D)  (D)  0 

France  3507  121  9803  599  4623  331  11261  286  (D)  591 

Gernany  6097  563  2240  353  3745  828  1867  668  1628  121 

Ireland  40  0  (D|  0  (  D|  (  D)  (  D)  (D|  (D|  (D) 

Italy 519  29  348  16  (D|  (  D)  (D)  37  (D)  (D| 

Liechtenstein 46  40  12  31  44  32  3  2  0  9 

Luxembourg  (D|  0  (D)  (D)  (D)  (D)  (Dj  0  (C)  0 

Netherlands  381  281  14813  154  4559  453  5829  310  4411  92 

Norway (D)  (D)  (D|  0  (D|  (D)  (D)  (D|  (D)  (D) 

Spain  0  (D)  (D)  7  (D|  (D|  (D|  (D|  (D)  (D| 

Sweden  60S  4  3483  317  1128  331  (D)  113  177  287 

Switzerland  2540  233  (  D)  (  D)  9373  242  2783  214  709  405 

United  Kingdcm  17267  2206  28887  799  18539  2113  14615  1218  4463  525 

Other  (D)  (D|  0  (D|  5  0  (D|  (D|  (D)  (D| 

Latin  America  and  Other  Western  Hemisphere  3487  776  (D|  (D)  4506  140  4992  293  2533  181 

South  and  Central  America  2692  177  (  D)  (  D|  3657  24  (D|  (D|  2281  52 

Brazil  (D)  (D|  0  7  (D|  3  (D|  10  0  27 

Mexico  3  9  (D)  (D)  (D|  15  (D|  27  (D)  6 

Panana  68  92  (D)  2  (D)  4  (D)  (D)  (D)  S 

Venezuela  (  D)  (D|  0  (D)  (  D)  0  (D|  4  (D)  0 

Other  0  8  0  0  (D|  2  (D|  (D|  0  13 

Other  Western  Hemisphere  796  598  170  142  849  116  (Di  (D)  251  129 

Bahamas  (D|  (D|  0  0  0  0  0  9  0  (D) 

Bermuda  599  0  16  0  (D)  (D|  (D)  (D|  (D|  (D) 

Netherlands  Antilles  0  (D|  0  99  (  D)  (D|  (D|  (D)  7  3 

United  Kingdom  Islands,  Caribbean  (D)  (D|  154  43  622  78  (  D|  (D)  151  17 

Other  0  18  0  0  0  0  0  (Di  (D|  0 

Africa  (D)  (D)  287  13  (  D)  (D)  (D|  (D|  (D|  0 

South  Africa  13  6  (D|  3  4  (D|  (D|  0  0  0 

Other  (D)  (D)  (D)  10  (D)  (D)  (D)  (D)  (D)  0 

Middle  East  2079  480  (D|  (D|  27  362  170  359  (  D|  (D) 

Israel    3000  00  72  0  (D|  0 

Kuwait  2076  394  (D)  (D)  (D|  (D|  0  (D)  (D|  (D| 

Lebanon  0  0  (D|  2  0  5  (D)  0  2  0 

Saudi  Arabia  0  78  (D)  (D)  (D)  (D)  (D)  (D)  (D)  10 

United  Arab  Dnirates  0  0  0  (D|  0  (D)  0  17  (D|  2 

Other  0  9  (D|  (D)  0  (D)  0  0  3  3 

Asia  and  Pacific  74965  8056  27937  11818  33606  21169  27900  10579  9141  5986 

Australia  3736  117  5304  1439  5788  73  3248  212  73  0 

Hong  Kong  1803  8  (D|  (D)  662  196  (D|  (D)  35  93 

Japan  67477  7804  20981  8535  24049  19362  22022  8471  7886  57«« 

Korea,  Republic  of  0  52  (D|  (D|  ( D)  (  D)  98  196  239  20 

Malaysia  (D)  (0)  0  (D|  (D|  (  D)  (D|  0  (D|  0 

New    Zealand    1730  18  (  D|  (  D|  (D|  (D|  (D|  9  (  D|  0 

Philippines     0  0  0  0  0  0  0  6  0  0 

Singapore    2  22  29  6  (D|  (Di  (D|  (Dl  3  15 

Taiwan    (D)  (D)  0  (D)  97  686  1271  774  (D)  (D) 

Other     (D|  0  (D)  (DI  (D|  (D)  92  129  (Dl  (DI 

United  States  (D|  (D|  (D|  (D|  (D|  (D|  (D|  (D|  (D|  2 

Addenda  -- 

European  Ccnununitiea  (12)  28071  3336  61039  2089  33807  5332  38944  3033  113067  1432 

OPEC  2354  502  3232  2509  1043  370  (D|  (D|  912  1138 
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Tabltt  31.--SalaB  by  U.S.  Business  Enerprisea  Acquired  or  Established,  by  Country  of  UBO  With  Largest  Investnent ,  1987-91 


[Millions  of  dollars] 

1987  1988  1989  1990  1991 

Acquired  Establ .   Acquired  Establ .   Acquired  Establ .   Acquired  Establ .   Acquired  Establ . 

All  countries  45235  3005  87058  5440  72710  6237  60165  5125  43295  3653 

Canada  1093  52  21314  86  4829  65  5234  295  2110  1118 

Europe  26017  1087  42028  2503  40055  1453  33048  2173  28272  1043 

Austria  0  2  (D|  ('l  15  (D|  (D)  (C|  (D|  0 

Balgiun  136  3  1337  {D|  (D)  24  168  (D|  (0)  9 

Denmark  30  ( D)  198  0  47  0  200  0  (O)  (•) 

Finland  106  ( D)  265  (  D|  934  9  653  (D|  (D|  0 

France  4623  30  6272  514  4101  (D|  8562  264  14747  111 

Germany  4196  356  2410  127  4682  165  1754  285  1485  108 

Ireland  51  0  515  0  181  1  414  (D|  (D)  0 

Italy  (D)  12  594  5  415  175  1257  (D)  2015  (D) 

Liechtenstein (D|  3  7  1  (D|  3  3  0  0  1 

Luxembourg  (D|  0  9  1  7  0  76  0  (  D|  0 

Netherlands  390  (  D)  7489  (  D)  2113  31  1516  59  2554  20 

Norway  (D)  (D)  (D)  0  (D|  (D|  (D|  (D|  68  1 

Spain  0  1  (D)  0  (D)  (♦!  (D|  (D|  (D)  5 

Sweden  428  0  2316  50  957  42  7909  118  189  323 

Switzerland  1511  36  1894  (  D)  9674  10  1903  55  411  249 

United  Kingdom  12735  302  18542  168  16119  871  8480  359  2669  186 

Other  (D)  (D)  0  (•)  (D)  0  7  (D)  (D)  (D) 

Latin  America  and  Other  Western  Hemisphere  2396  (D|  (D)  (D|  6136  7  1259  82  716  77 

South  and  Central  America  (D)  8  (  D)  (  D|  5340  3  622  46  383  22 

Brazil  (D)  3  0  (•!  (Dl  (•)  (D)  (D|  0  (D| 

Mexico  (•)  3  0  (D)  (Dl  2  190  (D|  328  (D| 

Panama  (D|  2  (D|  0  (D|  (•)  (D|  7  (D)  1 

Venezuela    (D)  10  0  (D|  0  (D)  2  (D|  0 

Other    0  0  0  0  (D|  (*|  2  3  0  (•) 

Other  Western  Hemisphere  (D)  (D)  265  (  D)  795  4  638  36  333  55 

Bahamas  (D)  0  0  0  0  0  0  (•)  0  (O) 

Bermuda  792  0  28  0  (D)  1  134  (D)  (D|  (D) 

Netherlands  Antilles  0  (D|  0  (D|  (D)  (•)  (D|  2  (D)  8 

United  Kingdom  Islands,  Caribbean  (D)  (D|  237  (•)  590  3  (  D)  (  D)  266  (•) 

Other  0  1  0  0  0  0  0  2  1  0 

Africa  (D|  0  318  (D)  (  D)  9  (  D)  (D|  (D)  0 

South  Africa  (D)  0  318  0  (D)  0  (D)  0  0  0 

Other     (D|  0  (*1  (D|  (D|  9  (D|  (Dl  (D)  0 

Middle    East     411  (D)  (  Dl  93  2  39  233  (Dl  196  (D| 

Israel     5  0  0  0  0  0  (Dl  0  (D|  0 

Kuwait     406  (D)  (Dl  2  2  (•!  0  (Dl  (D)  (  Dl 

Lebanon    0  0  (D)  0  0  (*|  (D)  0  3  0 

Saudi   Arabia    0  6  (  D|  89  (•)  38  (Dl  2  (  D|  (•! 

United  Arab   Qnirates     0  0  0  3  0  1  0  1  (D|  ('i 

Other    0  2  2  0  0  ('1  0  0  2  ('i 

Asia  and  Pacific  14128  1237  15610  2680  21629  4656  19072  2476  11778  1311 

Australia  3906  119  3024  125  7440  11  2855  (D)  115  0 

Hong  Kong  381  ('l  (  D)  47  379  28  (Dl  37  70  29 

Japan  8429  1063  11288  2307  9648  4021  13937  2206  10883  1242 

Korea,  Republic  of  0  (Dl  (  Dl  (Dl  (D|  58  189  22  (D|  8 

Malaysia  (D)  (*1  0  0  (  D|  0  115  0  (D)  0 

New  Zealand  1347  1  787  4  (  Dl  (  Dl  (Dl  (  Dl  (D)  0 

Philippines  0  0  0  0  0  0  0  (Dl  0  0 

Singapore  4  4  30  0  (Dl  (D)  28  13  ('l  (Dl 

Taiwan  (D)  (  Dl  0  (  Dl  96  103  953  79  (D|  (Dl 

Other  (Dl  0  (D|  8  (Dl  (D|  151  13  (D|  13 

United  States  (Dl  0  (D|  3  (Di  8  (  D|  (  D|  (Dl  (Dl 

Addenda  -- 

European  Communities  (12|   23819  944  37423  851  28371  1365  22485  1704  27298  461 

OPEC  1670  (D|  (Dl  102  (Dl  39  (D|  35  479  (Dl 
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Table    33. --Net    Income    of    U.S.     BusineOB    Enterprises    Acquired    or    Established,    by    Country    of    UBO    with    Largest     Investment,     1987-91 


[Millions    of    dollars] 

1987  1988  1989  1990  1991 

Acquired    Establ .      Acquired    Establ .       Acquired   Establ .       Acquired    Establ .      Acquired    Establ . 

All    countries     907  -56  2932  -112  345  -120  332  110  -32  41 

Canada     20  -8  790  2  -154  4  176  21  (D)  -32 

Europe     458  -16  1720  10  -76  -9  -158  26  187  -17 

Austria     0  -2  -I  (•)  3  (•)  (•)  12  0 

Belgium    -1  1  31  7  1  ("i  -5  -3  e  3 

Denmark    -5150-4040  (D)  -1 

Finland  -1  1  23  -1  12  -2  18  (D)  4  0 

France  36  (•)  186  20  121  -8  287  10  155  5 

Gernany    240  (•)  54  -35  -76  14  -50  7  78  -4 

Ireland    2  0  30  0  9  (•)  -5  5  (•)  0 

Italy    6-3  4  (•)  -12  -26  -50  -4  -12  -4 

Liechtenstein    -1  (D)  (•)  (*)  -3  (•)  (•)  0  0  (•) 

Luxembourg     901-140-3  020 

Netherlands     -28  (D)  379  (D|  37  -1  127  -12  80  -1 

Norway    2  (•)  5  0  (D|  2  -3  2  4  1 

Spain    0-170  (D|  (•)  (•)  (D|  -31  (•! 

Sweden    -6  0  -12  -3  62  (•)  (D)  3  -2  -7 

Switzerland     78  1  214  (D)  -333  4  (D|  5  -9  -7 

United    Kingdom     126  -4  794  -4  90  9  216  9  -88  -2 

Other    (•)  (•)  0  (•!  (•)  0  3  (•!  (D)  -1 

Latin  America  and  Other  Western  Hemisphere  -30  6  (D|  -7  24  2  -21  2  4-1 

South  and  Central  America  -38  -1  (D)  (•)  47  2  10  2  -8  -1 

Brazil    8  10  (•)  6  (•)  110-2 

Mexico     (•)  1  0  (•)  (D)  2  10  2  -6  1 

Panama    (D)  -3  (D)  0  (D)  (*)  1  -1  -2  (•) 

Venezuela    (D)  10  0  2  0-3  («1  (»)  0 

Other     0  0  0  0  -4  (•)  (•]  -1  0  (•! 

Other  Western  Hemisphere  8  7  9-8  -23  (•)  -31  1  12  (•) 

Bahamas  (D)  0  0  0  0  0  0  (*!  0  -4 

Bermuda  25  0  1  0  1  (•)  (D)  1  2  4 

Netherlands  Antilles  0  (D)  0  -7  (D)  (•)  -4  (•)  -1  1 

United  Kingdom  Islands,  Caribbean  (D|  (D)  8  -1  (D)  (•)  (  D)  (•)  11  (*) 

Other  0  0  0  0  0  0  0  (•]  (•)  0 

Africa  (D)  0  6  18-3  (D)  (•)  1  0 

South  Africa  -4  0  (D)  0  (D)  0  (D)  0  0  0 

Other  (D)  0  (D)  1  (D)  -3  (•)  (•)  1  0 

Middle    East     11  -33  (D|  -14  (•)  -7  (•!  (•)  6  9 

Israel    (*1  0000040-10 

Kuwait  11  (D|  (•)  -3  (•!  (*|  0  (•)  1  9 

Lebanon  0  0  2  0  0  (•)  -1  0  (*)  0 

Saudi  Arabia  0  (D)  (D)  -12  (*)  -7  -4  (*)  1  (') 

United  Arab  Emirates  0  0  0  1  0  (•)  0  (•)  4  (*1 

Other  0  (•)  {•)  0  0  (•)  0  0  (•)  (•! 

Asia  and  Pacific  565  -5  76  -101  543  -109  407  59  -195  82 

Australia  48  4  134  -13  175  1  128  (•!  7  0 

Hong  Kong  6  (•)  -1  -10  -31  -1  (D|  -3  (•)  -2 

Japan  430  -12  -84  -77  414  -106  283  76  -236  84 

Korea,  Republic  of  0  2  (•)  -4  5  (D|  -5  -4  24  -1 

Malaysia  (•)  (']  0  0  (D)  0  6  0  -2  0 

New    Zealand     86  (•)  (D)  2  (D)  (•]  (D|  2  (•)  0 

Philippines     0  0  0  0  0  0  0  (•)  0  0 

Singapore    (♦!  (•)  -3  0  1  (•!  1  -1  -4  (•) 

Taiwan    (D)  (*)  0  1  9  (D)  -72  -10  (D)  (•) 

Other     (D)  0  (D)  (•)  (Dl  9  -7  -1  (Dl  (♦) 

Unitedstates     (D|  0  -8  -2  (•)  3  (D|  2  (Dl  (•! 

Addenda    -- 

European  Communities  (12)  386  -17  1491  -11  185  -12  527  25  203  -3 

OPEC  (Dl  -33  (D)  -14  9  -7  -6  -1  16  (Dl 
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able  35. — Ekploiment  of  U.S.  Boalneao  Erterpcioeo  Aoquired  cr  Elstabiished,  by  Qamtry  of  UBD  with  largeot  Irweatment,    1997-91 


[Nunber  ct  eaplojeoo] 

1987 

1988 

1989 

1990 

1991 

Acquired 

Bstahl.          ^Tfiirrri        FWrthl. 

toquired        Bstahl. 

fanirei       B*ahl. 

»rr|Hr«H          PW->ihl 

All  oamtries 

Canada 

Bjicpe , 

Austria , 

Belgiiai 

Demark 

Finland , 

Prance , 

Gemny , 

Ireland 

Italy , 

Liechtenstein 

Luxaixurg  

MBtherlanoa , 

tfccviBy 

Stain , 

Sweden  

Switzerland  

Lhited  Kingckm 

Other 

latin  Aierica  and  Other  Weetem  Hanischece 

South  and  Oentrad  ^kerica 

Brazil 

Mexico 

ParaiB 

'Vtaezuela 

Other  

Other  Western  Hoiisphere 

Batanas 

Beciub 

Netherlands  Antilles 

Uhited  Kinglon  Islands,  CariUsean 

Other 

Africa  

South  Africa 

Other   

Kikilo  East 

Israel  

Kiwait 

Lebanon 

Saudi  Arabia  ............................ 

Uiltad  Arab  Ekiirates 

Otter  

Aflda  and  Etaclfic 

Australia  

Hcng  Kcng 

Japan  

Korea,  Repihlic  of  

MalagrsiA 

New  Zealand  

Philippines 

Singapore 

Tadwen  

Other  

Utvited  States 

Mdenda  — 

Euicpean  Ocxninities  ( 12 )   

OPEC 


121S 

2  04 

4  96 

29287 

3187b 
J6b 

J140 
(D) 
(D) 

468) 

(D) 

0 

4eb2 

13221 

126939 

(D) 

16798 

1723 

(D) 

0 

(D) 
(D) 


lb07b 
(D) 

1398b 

0 

(D) 


(D) 

(D) 
(D) 

433b 

(D) 
(D) 


116642 

4  682) 

4  76  6 

bl479 


(D) 


(D) 
(D) 
(D) 

(D) 


200660 
b028 


(D) 
0 

(D) 
(D) 
(D) 


160 

(D) 

0 

(D) 

(D) 
(D) 

0 

(D) 

1117 

(D) 

(D) 

(D) 
(D) 
(D) 


(D) 
(D) 


309529 

(D) 
14647 

(D) 

2))9 

S2692 

23149 
3lb6 
4b81 

(D) 
(D) 

)BB)2 

(D) 
(D) 

17827 

1463b 

133eb7 


(D) 

(D) 
0 
0 

(D) 


2  79 
24119 

(D) 


(D) 
(D) 


(D) 


(D) 


(D) 
(D) 
(D) 

70b 

(D) 


(D) 

0 

(D) 
(D) 


(D) 


2  48 

(D) 

(D) 

7119 

22)27 

4)977 

8  90 

b444 

(D) 
(D) 

1)964 
(D) 

(D) 

6)12 

7b0)3 

190062 

(D) 

(D) 

(D) 

(D) 
(D) 
(D) 

1  3bO 

(D) 


0 

41b 

0 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

3018 

(D) 

b476 

0 

0 

0 

0 

(D) 

2077 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

0 

(D) 

(D) 

(D) 

(D) 

0 

0 

0 

0 

7 

(D) 

(D) 

(D) 

0 

(D) 

0 

0 

(D) 

(D) 

(D) 

(D) 

0 

0 

0 

0 

(D) 

0 

0 

0 

b93) 

lbl34) 

Iblts 

1  bO  1  9  3 

8)7 

13108 

117 

44462 

0 

(D) 

9  96 

(D) 

4  26  9 

1 31241 

1  34  9  4 

il4b9 

(D) 

(D) 

(D) 

(D) 

0 

0 

0 

(D) 

0 

146  6 

0 

(D) 

0 

0 

0 

0 

(D) 

382 

0 

(D) 

(D) 

0 

(D) 

712 

0 

(D) 

19 

(D) 

69  2  b 

4  b4  8  4  4 

3  69 

60908 

7  67  6 

2b46  b9 

(D) 

(D) 

(D) 

167  7 

0 

1606 

(D) 

)2B1 

(D) 

66923 

708 

14b)2 

(D) 

4227 

2b7 

2131 

(D) 

(D) 

0 

(D) 

(D) 

1027b 

(D) 

(D) 

0 

(D) 

(D) 

64b89 

(D) 

9)36 

4  99  4 

74016 

0 

(D) 

3) 

4012 

17 

169  0 

(D) 

(D) 

10 

be2 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

16 

2)22 

0 

0 

(D) 

1040 

8 

(D) 

(D) 

(D) 

0 

0 

0 

(D) 

0 

(D) 

0 

(D) 

18 

198  4 

0 

(D) 

(D) 

0 

0 

(D) 

(D) 

(D) 

(D) 

0 

0 

0 

8829 

1)04)7 

b! 

(D) 

18 

(D) 

7b2  7 

90212 

(D) 

1)12 

0 

1296 

(D) 

(D) 

0 

0 

0 

(D) 

241 

b24l 

(D) 

)  34  7 

(D) 

26b 
0 

(D) 

841 

(D) 
(D) 


(D) 
(D) 
(D) 
(D) 


7  76  7 

(D) 

7391 
0 

(D) 


(D) 

379 

(D) 

(D) 

102 

1439 

316 

3749 

2710 

16b5b 

(D) 

(D) 

793 

4964 

(D) 

24b6 

(D) 

0 

(D) 

lObl 

0 

(D) 

(D) 

(D) 

0 

0 

(D) 

2b08 

(D) 

0 

(D) 

(D) 

0 

(D) 

20 

1788 

0 

(D) 

(D) 

(D) 

0 

0 

(D) 

(D) 

(D) 

2232 

0 

(D) 

0 

(D) 

0 

(D) 

0 

(D) 

(D) 

(D) 

0 

(D) 

8  06  3 

80804 

(D) 

1040 

(D) 

221 

6660 

74414 

lb4 

106  2 

0 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

(D) 

6  78 

(D) 

(D) 

(D) 

(D) 


67bb 

(D) 


(D) 


274063 
(D) 


(D) 


(D) 


(D) 


(D) 


(D) 


(D) 


(D) 
(D) 


(D) 


(D) 

4  29 

(D) 

902 

(D) 

2)0 


(D) 
(D) 


0 
(D) 


(D) 
(D) 
(D) 


(D) 


(D) 


(D) 
bobb 


0 

l(D) 

'  21 


(D) 


941  1 

7  48 


28482b 
147  2 


704  2 


1 76900 
)24 


7266 
21 


102b76 
3440 


Thhlr  36.— Qxos  Property,   Plant,  and  Eljuipnent  of  Affiliates,   Industry  of  Affiliate  by  Oountry  of  UBD,   1988 

[I^tillions  of  dallars] 


All 
cxxintries 


Canada 


Rirope 


Latin    Africa    twiddle 


America 

Total                                 Of  viiich—  and 
Other 

France  Gemany,  tfether-  Switzer-  United  Western 

Federal       lands         land    Kingdcm  Kemi- 

Repihlic  sphere 
of 


East 


Asia  and  Pacific 


Dotal 


Of  which — 

Japan 


Uiitec 
States 


Austral- 
ia 


(1) 


All  indtstries 


Petrolem 

Petroleioi  C  ooal  pcods.  lanif . 
Other   


lifanifacturing 


Psad  and  kindred  pctxLicts 

Bevecages  

Other  


Chemicals  end  allied  products  . 
Industrial  chanicals  ........ 

Ccugs  

Soap,  cleaners,   i  toiletries 
Other   


Prinary  and  fabricated  metals 
Prinary  metal  industries  . . . 

Fecrcus  

(fcn&rrous 

F>0::cicated  metal  products  .. 


Haddasry 

Madiinery,  except  electrical 

0:aputer  I  office  equip.    . . 

Other   

Electric  I  electronic  equip. 

Audio,  video,   C  ccmn 

ElectoTiic  ocirponents  . . . . . 

Other  


CXJier  manufacturing 

Textile  products  and  apparel  . 

Timber  and  furniture 

Paper  and  alliad  pmrtjcts 

Printing  and  publishing 

Newspapers  

Other  

Rubber  prodjcts  

Misc.  plastics  products  

StiXte,  clay,   (  glass  products 
Transportaticn  equipnent 

H3tor  vehicles  C  equipnent  . 

Other  

InstrxBients  and  related  prods. 
Other  


ftiolesale  trade  

H3bcr  vehicles  and  equipment  . . 
Profess ima]  (  cciiner.  equip.    . 

Metals  and  minerals   

Electrical  goods  

>t>chinery  C  equipient  

Other  rtirahle  g^ods 

Groceries  and  related  products 
Fan\  product  raw  later jals  .... 
Other  nondurahle  goods 


Retail  trade  

General  merchandise  stores  . . 
Rnod  stares  ................. 

Apparel  and  accessory  stores 
Other  


Finance,  except  banking 
Insurance   


R^>1  estate 


Services  

Hotels  C  other  lodging  places 
Business  services  

Coputer  {  data  proc.  serv. 

Other  business  services  

Hsticn  pictures  

Ehgineering  (  arch,  services  . 
Aooouit.,  resch.  (  m^it:.  serv. 

Health  services  

Other  services 


91916 
69697 
22219 


10701 
2666 
S03S 

b9327 

46764 

6768 

3638 

21bS 

18616 

12330 

6402 

!.926 

6287 

20331 

eie>6 

2253 
5902 
1217b 
4534 
3219 
4423 

4  489  1 
2829 
1070 
5489 
4  378 
594 
3784 
3517 
2470 

1  3255 
4711 
4020 
691 
3502 
3671 

26133 
8674 
1485 
2459 
3148 
1889 
1354 
932 
1740 
4453 

18642 
7251 
5634 
1569 
4187 


Other  industries 

Agriculture,   forestry,   t  fish. 
Mining 

Ooal 

Other   

Constructicii  

Transportation  

O:znmication  (  pub.  utilities 


21701 
7358 
3648 
1114 
2535 
2677 
2350 
652 
653 
4363 

33401 
2823 

10839 
4933 
5906 
1778 

14140 
3821 


U)_ 

89976 

5065 
(D) 
(D) 

39874 

1225 
(D) 
(D) 

(D) 
(D) 

(D) 

61 

(D) 
ID) 

2071 

(D) 
(D) 
(D) 

1987 
322 

(D) 
(D) 

1665 
(D) 
37 

(D) 

5682 

623 

80 

1870 

1668 

593 

1075 

(D) 

593 

(D) 

255 

(D) 

(D) 

44 

(D) 

2387 
11 

7 

(D) 
(D) 
(D) 

69 

50 

(") 

1306 


7337 
(D) 
871 
(D) 

1  1  99 


(3) 


1918 

124 

322 

76 

246 

(D) 

37 

21 

(D) 

145 


3218 

227 

2991 

24 

10068 

1776 


75972 

66860 

9112 


7821 

I  146 
6476 

28722 

17512 

5985 

3382 

1843 

5519 
2163 
836 
1327 
1356 

14083 
5445 
1253 
4192 
B638 
2941 
1910 
3787 

25712 

1468 

801 

2674 

2249 

1 

2248 

763 

II  12 
10307 

1437 

(D) 

(D) 

1530 

3351 

13090 

3924 

414 

973 

889 

1030 

1049 

723 

1540 

2549 

9168 
1514 
4365 
782 
2507 

1  300 

2087 


9724 
1445 
2270 
977 
1293 
1377 

(D) 
292 

(D) 
3826 

10850 
1659 
4243 
2033 
2210 
1  341 
1884 
1722 


23129 
5140 

(D) 
(D) 

11084 

804 
413 
391 

(D) 
(D) 

0 
9 

(D) 

(D) 
(D) 
(D) 
(D) 
(D) 

1409 

(D) 
(D) 

20 

(D) 
(D) 
(D) 


(D) 

15 

(D) 

0 

(D) 
(D) 

151 
2957 
(D) 
(D) 
65 
93 
197 

2464 

(D) 


(D) 

175 

1651 
(D) 
251 

(D) 

1347 


501 
277 


19 
20 
(*) 
(D) 
103 


(D) 

I  879 

341 

(D) 

4 

(D) 

264 

(D) 

1012 


(5) 

31005 
1159 

(D) 
(D) 


124 

35 
90 

10147 

8530 

362 

908 

348 

1062 
369 
166 
203 
693 

2976 
763 
106 
657 

2213 

(D) 
(D) 

3622 
243 
1  28 
200 
862 
1 
862 

(D) 

297 
820 
189 
1  16 
73 
273 
(D) 

3457 

2077 

198 

490 


(D) 

7 

(D) 

2241 

(D) 

1969 
15 
(D) 

37 

(D) 

2715 

(D) 
22 
21 

(D) 
(D) 


235 
(D) 

1682 
460 
773 
755 
19 
(D) 
(D) 
(") 


(6^ 

50912 

(D) 
(D) 
979 

7089 

554 

(D) 
(D) 

341  I 

(D) 

0 

(D) 
(D) 

126 
(D) 

(D) 

0 

(D) 
(D) 

39 


(D) 
(D) 

26 
(D) 

(D) 


(D) 
(D) 

0 

(D) 

6 

(D) 
(D) 

(D) 

0 

(D) 

5 


(D) 
(D) 
(D) 
(D) 


(D) 

2600 

(D) 
(D) 
(D) 

228 

(D) 


339 
218 


(D) 
12 
(•) 
0 
(D) 


(D) 
(D) 


15808 

133 

17 

115 


(D) 

4 

(D) 


4283 
(D) 
(D) 

570 

(D) 

0 

(D) 
(D) 

465 
264 
0 
264 
201 
(D) 
31 

(D) 
(D) 


53 

(D) 

0 

(D) 
(D) 

44 

1372 

13 


139 
(D) 


100 

15 

7 

185 

107 

2 

(D) 

(D) 

345 

(D) 

0 

(D) 


(D) 


1187 

995 
127 
(D) 
(D) 
105 
13 
(D) 

(D) 

0 
18 

(D) 

359 

2 

2 

0 

35 

103 

(D) 


(8) 

77803 

(D) 

(D) 

1519 

25403 

2976 

808 

2168 

6057 

4851 

971 

(D) 

(D) 

1116 

599 

48 

552 

517 

4611 
2925 
426 
2498 
1687 

(D) 
(D) 

1015 

10643 
844 
386 
221 
417 

(*) 
417 

(D) 
184 
4133 
534 
182 
351 
969 

(D) 

4023 
(D) 
28 
(D) 

(D) 

188 

652 

280 

1  3 

1812 


897 

(D) 
(D) 

78 
453 


(D) 

608 

1352 

252 

1100 

1321 


(D) 

3780 
227 

2088 
944 

1  144 
446 
780 
239 


10916 
(D) 

(D) 

525 

4797 


(D) 
(D) 

780 

(D) 

(D) 

1 

61 

(D) 


(D) 

305 
(D) 

203 
(D) 

(D) 

0 

(D) 


(D) 
(D) 

0 

1 1 
(D) 
(') 
(D) 


(D) 
(D) 

0 

(D) 
(D) 
(D) 

280 
(D) 

(D) 
(D) 

127 

31 

13 

3 

(D) 

341 

(D) 
(D) 
(D) 

7  1 

(D) 
(D) 

2481 

941 
(D) 
(D) 
(D) 

(D) 

22 

2 


834 
588 


(D) 
(D) 


(10) 

8412 

6573 

0 

6573 

1182 

(D) 

0 

(D) 

(D) 
(D) 


(D) 
(D) 

0 

(D) 
(D) 

(D) 
(D) 

0 

(D) 
(D) 

(D) 


_U1)_ 

15126 
(D) 

(D) 
(D) 


373 

(D) 

0 

(D) 

0 

(D) 


(") 
(D) 


(D) 
(") 


0 

(•) 


(D) 
(D) 


(D) 
(D) 


(D) 


(D) 

(D) 
(D) 
(D) 

33 
12 
(*) 
11 

0 

239 
(D) 

(D) 


(D) 
(D) 

0 

(D) 


97 
(D) 

(D) 
1 

17 


2  ;9 
(D) 
1 
(D) 
(D) 

(D) 


8309 

3020 
643 

(D) 
(D) 
(D) 

0 

(D) 
(D) 
(D) 

49 


314 
(D) 
(D) 


(D) 
1 


66271 

722 

0 

722 


(D) 
893 
(D) 

(D) 

(D) 

205 
(D) 

(D) 

6802 
6125 
4083 
2043 
677 

3620 

2006 
(D) 
(D) 

1614 
(D) 

1015 

(D) 

10952 

680 

167 

824 

317 

(*) 

317 

(D) 

732 

2412 

2966 

2964 

(D) 
141 

9901 

4703 

1049 

646 

2224 

522 

205 

87 

196 

268 

1513 
760 

(D) 

20 

(D) 


15191 

5960 

4817 

312 

25 

287 

(D) 

27 

(D) 

1 

313 

5840 
(D) 

(D) 
(D) 

706 

395 

1921 

(D) 


(13) 

10994 

586 

0 

586 


(D) 

(D) 
(D) 


4 

5 
(*) 

(D) 
(D) 
(D) 
(D) 
(D) 


(D) 

0 

(D) 
(D) 
(D) 


565 
(D) 
(D) 

0 

(D) 

0 

(D) 

0 

5 

375 


0 

(D) 

0 

(D) 


(D) 

736 
(D) 
(D) 

(D) 
(D) 
(D) 

1354 

560 

0 

150 

10 

140 

(D) 

0 

(•) 

(D) 


3092 

2434 

659 

45 

1292 


(1«) 

48603 

120 

0 

120 

19141 

681 
270 
411 

1460 
975 
201 
(D) 
(D) 

4341 

3747 

3486 

261 

594 

3190 
1685 
(D) 
(D) 
1505 
171 
992 
342 

9469 
593 
34 
824 
199 
(*) 
199 
(D) 

(D) 

1951 

2881 

2879 

1 

143 

140 

941S 

4621 

1040 

611 

2110 

486 

127 

84 

195 

140 

399 
(D) 
(D) 
15 

127 

2600 
23 


4602 

4194 

158 

12 

146 

17 

27 

77 

0 

129 

1067 

(D) 

(D) 

0 

(D) 

292 
387 
(D) 


(15) 

3138 

344 

(D) 
(D) 

1482 

(D) 
0 

(D) 


(D) 
(D) 
(D) 

0 


(D) 

12 
0 

12 
(D) 
(*) 

(D) 
1 

(D) 

0 

0 

(D) 
(D) 

0 

(D) 


(*) 

0 

(*) 


0 

1 
1 

0 

(*) 


(D) 
(D) 

140 

(D) 

IS 

9 

6 

(•) 

0 

(D) 

0 

(•) 

(D) 

0 


(D) 


Thhlff  37.— Qmos  Property,    Plant,  and  Etjuipnent  of  Affiliateo,   Irduatry  of  Affiliate  by  Oouitry  of  IBD,   1989 

[Millicns  of  cbdlars] 


All 


Canada 


Ebrope 


Latin    A&ica    Middle 


Ascrica 

Ttatal                                 Of  which—  and 
Other 

France  Gennsny,  tJether-  Switzec-  Uiited  Western 
Pederal       lards         land    Kingdcsi      Hetii- 

Repuhlic  sphere 
of 


Bast 


Asia  and  Pacific 


Total 


Of  which— 

Japan 


Lkutec 
States 


Austral 
ia 


(1) 

489461 

»2198 
72482 
19715 


14506 

24  J7 

12070 

67890 

b  J467 

6662 

4507 

1  253 

25182 

15685 

8551 

7i}4 

9297 

24896 
1  1609 
27  27 
8862 
13287 
4708 
4269 
4  309 

51920 
3568 
1009 
6166 
5)37 
705 
46  32 
3476 
2626 

15260 
6  2  39 
5031 
1207 
4025 
4193 

28963 
10261 
2102 
2672 
3515 
1932 
1417 
1  199 
1760 
4084 

20775 
7229 
6449 
1944 
5153 

5566 

4713 

76079 

29631 

11532 

4661 

1721 

2940 

3092 

2429 

700 

673 

6544 

47141 

3399 
16085 

1978 
14106 

2801 
20360 

4475 


(2) 
99616 
5809 

(D) 
(D) 

43169 

1644 
(D) 
(D) 

(D) 

(D) 

21 

(D) 
(D) 

(D) 
(D) 

431 
(D) 
525 

21  27 
4  10 

(D) 
(D) 

1717 
(D) 
34 

(D) 

5796 

815 

85 

1516 

1912 

702 

1  209 

(D) 

645 

(D) 

281 

251 

31 

70 

(D) 


(D) 

(D) 

172 

45 

(D) 
1 

1595 

6975 
(D) 
954 
370 
(D) 

296 


1967 
1  37 
192 
65 
1  27 
947 

(D) 

31 

(D) 

201 

16846 

119 

4600 

23) 

4367 

274 

10224 

1629 


(3) 


25429 
5846 

(D) 
(D) 


(S) 

35324 

510 

66 

444 


(6) 

55)82 

(D) 

(D) 

1058 

662) 

524 

0 

524 

468  1 

1694 

0 

(D) 
(D) 


(7) 

19021 
116 

(D) 
(D) 

13435 

(D) 

4 

(D) 

5264 
(D) 

4954 
(D) 
53 

1911 

(D) 

0 

(D) 

(D) 

657 

632 

10 

622 

25 

(D) 

(D) 

0 

(D) 


(D) 
(D) 


(D) 


37 
1489 


(8) 
89417 

(D) 
(D) 

1090 

30357 

47)9 

149 

4590 

6200 

)96) 

2022 

(D) 

(D) 

2353 

745 

(D) 

(D) 

1607 

481  2 

3264 

668 

2596 

1548 

(D) 

(D) 

870 

12254 

898 

(D) 

264 

742 

(") 

742 

82 

418 

3956 

1  1  68 

287 

661 

1029 

(D) 

2655 
(D) 
157 
(D) 

(D) 

176 
575 


1  1  32 
(D) 
(D) 
253 
456 

619 

576 

8783 

(D) 
784 

1324 
281 

1043 

1  666 

1  39 

(D) 

22 

1103 

1  2089 
237 

6926 
825 

8101 
807 
90  4 

1215 


(9) 
1  4486 

17)3 

1198 

5)5 


(D) 

17 

(D) 

860 

(D) 

(D) 

1 

71 

(D) 


(D) 

1  75 

(D) 
(D) 
(D) 
(D) 

0 

(D) 

0 

(D) 


(D) 

1 

(D) 

0 
55 

(D) 
(*) 

0 

(*) 
(D) 
(D) 


(D) 

19 

(D) 

1)2 
22 
17 


(D) 

21  35 
(D) 
(D) 

(D) 
(D) 


2922 

1  325 
(D) 
(D) 
159 

(D) 
(D) 

15 
5 

0 
40 

767 
544 


(D) 

149 

(D) 


(10) 

5206 

(D) 

0 

(D) 
(D) 

1  18 

0 

118 


(11) 

15318 

2578 
(D) 
(D) 

(D) 


(12) 

96765 

3122 
(D) 

(D) 


(D) 
(D) 
(D) 

(D) 
(D) 

316 
(D) 

(D) 

9653 
67)4 
6342 
2392 
919 

6667 
1961 
1001 
2980 
2706 
(D) 
154) 

(D) 

13651 
970 
1)7 
1541 
400 
(•) 
400 

(D) 

422 

1767 

1527 

1525 

2 

(D) 

216 

12651 

5856 

1415 

762 

2914 

611 

272 

99 

210 

471 

2117 
(D) 
418 
256 
(D) 

1198 


10257 

•  410 

liO 

14 

146 

(D) 

(D) 

III 

1 

91  2 

10168 

514 

1198 

1 

1195 

(D) 

7690 
(D) 


(13) 

17514 
2616 

(D) 

(D) 

4799 

all 

(D) 
(D) 


(D) 
(D) 

2150 

(D) 
(D) 
(D) 
(D) 

476 

(D) 

0 

(D) 
(D) 
(D) 

6 

(D) 


(D) 

0 

(D) 

0 

(D) 


70911 

225 

0 

225 


918 
359 

578 

190) 

1116 

312 

(D) 
(D) 

6857 

6035 

561  7 

416 

822 

4563 

2178 

(D) 

(D) 

2165 

271 

1506 

406 

11451 
949 

(D) 

940 

(D) 

(•) 

(D) 

2205 

405 

2512 

1527 

1525 

2 

174 

215 

11862 

5729 

1402 

685 

27" 

5(9 

215 

97 

229 

159 

671 
55 

(D) 
(D) 

201 

1025 


8295 

7252 
178 

18 
160 

20 


721 

2211 
465 

(D) 

0 

(D) 

490 

(D) 


(15) 


All  industries 


Petroleun 

PetrolevBi  t  osal  pcods.  lanuf . 
Other  


Manufacturing 


Fbod  and  kindred  pmrtirta 

Beverages   

Other   


Chemiceds  and  allied  pcodjcts  . 

Industrial  chonicals 

Drugs   

Soap,  cleaners,   I  toiletries 
Other  


Priiary  and  fabricated  ictals  . 
Prinary  netal  industries  .... 

Ferrous  

Nanferrous  

FMaricated  letal  products 


techinery  

Kbchinery,   except  electrical 

Ocsputer  (  office  equip.    . . 

Other  

Electric  C  electronic  equip. 

Audio,  video,   (  ccsm 

Electrcnic  ocsfianents 

Other  


Other  narufacturing 

Textile  pcoducts  and  apparel  . 

lunber  and  furniture  

Paper  and  allied  prxxkicts  .... 
Printing  and  publishing  

Newspapers  ................. 

Other  

Rukber  pcodicts   

Hisc.  plastics  products   

Stone,   clay,   C  glass  products 
Transpoctaticn  equipment  

(fciboc  vdiicles  (  equipnent  . 

Other   

Instrxnents  and  related  pcods. 
Other   


(Siolesede  trade  

Hstoc  vehicles  and  equipnent   . . 
Prafessixnal  (  ccsiner.   equip.    . 

Metals  and  ninerals  

Klectrical  goods  

(fachinery  C  equijjrent   

Other  ciirahle  gaods  

Groceries  and  related  pxducts 
F^trn  pcocbct  row  iBterials  . . . . 
Other  rcndurable  goods 


Retail  trade  

General  nerctandise  stores  . . . . 

fbod  stores  

Apparel  and  accessory  stores  . . 
Other   


Finance,   except  hanking 
Insurance  


Real  estate 


Services  

Hotels  {  other  lodging  places  . 
Business  services  

Oaiiuter  C  data  proc.  serv.    . 

Other  business  services 

Motion  pictures  

Ehgineering  C  arch,  services  .. 
Aoocxnt.,  resch.  C  i^rtt.  serv. 

Health  services  

Other  services  


Other  industries  

Agriculture,    forestry,   (  fish. 
Mining  

Ooal 

Other   

Oonstmction 

Tran^xjctaticn 

Oanuiicatixxi  (  pub.  utilities 


75097 

66556 

6541 


10446 

651 

9794 

33347 

20613 

7749 

4227 

756 

9304 
307  3 
664 
2209 
6231 

15510 
6954 
1552 
5403 
6556 
2865 
2391 
3301 

29716 

1725 

765 

2950 

2946 

1 

2944 

981 

1505 

10587 
2426 
1256 
1170 
1961 
3831 

1  3089 
4260 

669 
1373 

515 

971 
1079 

953 
1546 
1660 

9412 
1828 
5060 
1064 
1  460 


128  14 
1663 
2911 
1455 
1456 
1697 

(D) 

552 

(D) 

5335 

16436 
1821 
9996 
1480 
8518 
1905 
2085 
2628 


13154  21441 

1105  192 

455  43 

650  149 


3133 
(D) 
(D) 
17 
29 

2531 

(D) 
(D) 
(D) 
(D) 

1439 
(D) 
(D) 
53 
(D) 

(D) 
(D) 


4945 

201 

(D) 

17 

(D) 

0 

(D) 
(D) 

187 
3152 
(D) 
(D) 
157 
167 
232 

2635 

(D) 


15 

(D) 


514 

(D) 

202 
(D) 
152 


952 
325 
433 
1  49 
283 
I 

(D) 
(D) 

0 

(D) 

1910 
147 

(D) 
(D) 

349 

(D) 

1163 


11800 

10200 

400 

1082 

116 

1479 
482 
249 
234 
996 

3663 
1  166 
1  14 
1052 
2517 

(D) 
(D) 

4267 
266 
142 
220 
(D) 
1 

(D) 
(D) 

404 
901 
310 
233 
77 
357 


4085 
2254 
157 
675 
(D) 
318 
85 
(D) 


2599 

(D) 

2332 
18 
(D) 


(D) 


(D) 


(D) 
(D) 

1  435 
4  77 
381 

377 
4 

275 
(D) 

(D) 


(D) 

41 
1  3 
27 
(D) 
(D) 
(D) 
3 

(D) 


(D) 
(D) 

0 

(D) 
(D) 

4  3 

(D) 

(D) 

0 

(D) 


59 

(D) 

3 

59 

I  1 

139 

(D) 

31  1 

(D) 
(D) 
(D) 
(D) 

21  1 

(D) 


501 
498 


326 
144 


316 

70 


1  36 

(D) 

6 

(D) 


384 

(D) 

0 

(D) 

17 

(D) 

472 

1513 

856 
141 

(D) 
(D) 

65 
15 

(D) 


(D) 

443 


1  1  7 

(D) 


(D) 
(D) 

0 

(D) 
(D) 

(D) 
(D) 

0 

(D) 
(D) 

(D) 


(D) 

0 

(D) 

0 

(D) 

0 

(D) 


(•) 


(D) 
(D) 


(") 


(D) 
(D) 


(D) 

(D) 
(D) 

0 

(D) 


(D) 
(D) 

2 

(D) 


(D) 

(D) 

1 


(D) 
(D) 

73 


334 

(D) 

6052 

2963 
893 

(D) 

5 

(D) 

0 

(D) 


686 
318 
(D) 
(D) 

0 

(D) 
(D) 


217 
(D) 


(D) 


169 

1212 
(D) 

(D) 
(D) 
(D) 

(D) 

(D) 


634 
0 
196 
12 
186 
(D) 


(D) 


474 

3 

471 

(D) 

6159 

(D) 


(D) 

0 

(D) 


(D) 

0 

(D) 

5 

1 


(D) 
(D) 
(D) 


(D) 


(D) 

(•) 

(D) 

1 

(D) 
(D) 

0 

(D) 
(D) 

0 

(D) 


(*) 

0 

(•) 


(D) 
1 

0 
0 

(D) 

0 

(•) 


12 

(D) 


(D) 

(D) 
(D) 

2 

(D) 
(*) 


(•) 


(D) 
(D) 

27 
0 

(D) 


Thhlr  38.— <kx»a  Property,  Plant,  aid  Hjuipnent  of  Affiliates,   Industry  of  Affiliate  by  Ctaimtcy  of  UK),   1990 

[Millions  of  cbllars] 


All 
oouitcies 


Canada 


Elirope 


Latin    Africa    Middle 


Anerica 

Total                                 Of  which —  and 
Other 

France  Genrany    Nether-  Switzer-  Uhited    Western 
lards         land    Kingdon      Hemi- 
sphere 


E^ist 


Asia  and  Pacific 


■Dotal 


Of  whidi- 

Austral-    Jaian 
ia 


Uhitec 
States 


(1) 


All  industries 


Petrolem 

Petroleun  (  ooal  pcods. 
Other  


naiuf. 


Maiiifacturing 


Rjod  and  kindred  pcoducts 
Beverages  ■■>>■••••■••■■ 
Other   


Cbenicals  and  edlied  prcducts  . 

Industrial  chenicals 

Drugs  

Soap,  cleaners,  I  toiletries 
Other  


Prinary  and  fa^icated  petals 
Prijiary  neted  inckistcies  . . . 

Orrous  

Nonferrous  

Fabricated  netal  products  .. 


Madiinery 

^tachinery,  esicept  electrical 

Ooputer  C  office  equip.    . . 

Other  

EU«ctric  i  electronic  ecjuip. 

Audio,  video,  t  cxjiui 

Electrcnic  uunmients 

Other   


Other  nanifarturing 

Textile  prcducts  and  api>arel  . 

iLMiier  and  furniture 

Paper  and  aiUied  products 

Printing  and  publi^ung 

Newspapers  

Other  

Ribber  prodjcts  

Misc.  plastics  prociicta  

Stcne,  clay,  (  glass  prrrtirts 
Ttan^xstaticn  eqaipnent 

>btar  vdiicles  (  equipnent  . 

Other   

Instrxnents  and  related  prods. 
Other  


<R>alesale  trade  

MTtor  vehicles  and  equiinent  . . 
Prafeasinvil  i  ocsner.  equip.   . 

Metals  and  ninerals  

Electrical  goads  

>bchinery  (  equipment  

Other  (iirahlff  gxds  

Groceries  and  related  prcducts 
F>irxi  prodjct  raw  materials  .... 
Other  nondurable  goods 


Retail  trade  

General  nerchandise  stares  . . 

Rxzi  stores  

Apparel  and  accessary  stores 
Other   


Finance,  eaicept  banking 

Insurance  

Real  estate  


Services  

Ibtels  {  other  lodging  places 
Business  services  

Oaputer  (  data  pcoc.  serv. 

Other  business  services  .... 

Mstim  pictures  

Bigineering  C  arch,  services  . 
Aocxxnt.,  ceadi.  t  n^t.  serv. 

Health  services  

Other  services  


Other  industries 

Agriculture,   forestry,  t  fish. 
Mining 

Ooal 

Other  

Ooistructicn 

Transportation 

OOBUucation  (  pub.  utilities 


1032(6 
7b939 
27327 

219741 

16432 
2522 


8S914 

66724 

11161 

4367 

2662 

31694 

22757 

14509 

8248 

8937 

28330 
11977 
1795 
8182 
16353 
5394 
5065 
5894 

^7371 
1608 
1399 
8554 
6141 
(D) 
(D) 
5512 
2760 
16383 
7492 
6207 
1286 
3123 
2400 

38283 
15635 
2011 
1181 
5246 
2122 
2102 
1574 
1905 
4506 

22420 
6418 
8101 
3135 
4766 


85630 

35877 

17991 

5888 

2515 

3374 

4183 

927 

459 

742 

5684 

53920 

3773 
18885 

2185 
16700 

3877 
21880 

5505 


_i2i 

106179 

6241 

(D) 
(D) 


(3) 


1868 
(D) 
(D) 

(D) 
(D) 
11 
(D) 
(D) 

(D) 
(D) 
(D) 
(D) 
(D) 

21  74 
362 
(D) 
(D) 

1812 

(D) 

48 

(D) 

7288 
645 
(D) 
2302 
2817 
(D) 
(D) 
(D) 
244 

(D) 

657 

617 

40 

69 

68 


2784 

62 

3 

(D) 

(D) 

222 

72 

(D) 

1 

1751 

7249 

(D) 

1061 

486 

(D) 

296 


22566 

2192 
157 
366 
129 
237 
(D) 
45 
36 
(D) 
281 

14834 
163 

4555 
226 

4328 
332 

7870 

1915 


77434 

68983 

8451 


11754 

671 

11082 

46656 

29782 

9964 

5015 

1895 

9759 
3866 
1438 
2429 
5893 

17086 
6198 
1617 
4581 

10886 
3437 
2903 
4548 

31658 
1516 
981 
4048 
2744 
(D) 
(D) 
2258 
1887 

11515 
2522 
1284 
1238 
2487 
1699 

17742 

7640 

737 

1757 

385 

927 

1497 

1252 

1709 

1839 

11959 

826 

6784 

211  1 

2237 


14964 
4000 
3804 
2146 
1658 
(D) 
852 
271 
(D) 
3961 

24910 
2009 

11484 
1668 
9816 
2564 
5775 
3079 


(4) 

32761 

5886 

(D) 
(D) 


(5) 


48557    116914    17354 


464 
649 

4035 

(D) 
(D) 

18 
83 

3201 
(D) 
584 
(D) 
(D) 

1767 
840 

(D) 
(D) 

928 

(D) 
(D) 

249 

7238 

121 

(D) 

16 

(D) 

0 

(D) 
(D) 

354 

4060 
804 

(D) 
(D) 

266 
232 

1201 

(D) 

11 

163 

44 

15 

101 

(D) 

864 
222 


598 
(D) 
235 
(D) 
191 

48 


419 

3005 

2162 

465 

138 

327 

1 

184 

(D) 

0 

(D) 

2247 
182 
324 

4 

320 

339 

175 

1227 


560 
101 
460 

24044 

187 

53 

134 

12986 
11118 

477 
1256 

115 

1690 
563 
280 
283 

I  126 

4308 
1364 
82 
I  282 
2944 

(D) 

1776 
(D) 

4873 
305 
150 
275 
(D) 
1 

(D) 
(D) 

422 
998 
417 
340 
77 
441 


7560 

5382 

180 

654 

(D) 

263 

91 

(D) 

I  1 

259 


4443 

(D) 

4118 

21 

(D) 

108 

150 

2875 

296 
25 
38 


(D) 
3 

(D) 


1692 
488 
(D) 
(D) 
4 
300 

(D) 
(D) 


(6) 

57802 

(D) 
(D) 
1059 

9488 

650 

0 

650 

5213 
1880 


(D) 
(D) 


(D) 


37 
(D) 

(D) 

187 


(D) 
31 
0 

(D) 
(D) 

0 

(D) 
(D) 

42 

(D) 
(D) 

0 

(D) 

9 

(") 


63 
(D) 


(D) 


(D) 
(D) 
(D) 
(D) 

281 
(D) 


230 

48 

153 

151 


1222 
184 
(D) 
58 
(D) 
101 

(D) 


(7) 

21743 

142 
(D) 
(D) 

14927 

(D) 
4 

(D) 

6124 
112 

5755 
(D) 
(D) 

1007 
755 
(D) 
(D) 
252 

1712 
(D) 
(D) 
640 
(D) 

(D) 

20 

(D) 
(D) 

122 

11 

(D) 
(D) 

0 

(D) 


1569 
15 


357 
86 


229 

1 

23 

147 
80 
12 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

16 

(D) 


1808 

1323 
161 

(D) 
(D) 

41 
15 

(D) 


33 

653 
460 

(D) 
(D) 

0 

30 

1  34 

(D) 


_^1^ 

103115 

(D) 
(D) 

869 


5372 

147 

5225 

15513 

11131 

2944 

(D) 

(D) 

2400 
784 
(D) 
(D) 

1616 

1810 
1992 
647 
1345 
1817 
(D) 
(D) 
929 

1  0860 
693 
514 

1005 
(D) 
(D) 

1083 
(D) 
583 

1801 
891 
161 
730 

1103 

1079 

3058 

(D) 

223 
444 

(D) 

214 
900 
362 
15 
535 

(D) 
106 

(D) 

1  141 
940 


7090 
1283 
2109 

871 
1216 
1813 

(D) 
67 

(D) 
1  396 

13559 
236 
9253 
854 
8399 
1401 
1056 
1613 


(9) 

15875 

5280 

801 

4479 

3792 

(D) 
17 

(D) 

7  27 

3 

(D) 

1 

(D) 

(D) 

21 

(D) 
(D) 
(D) 

172 
(D) 

(D) 
(D) 
(D) 

0 

(D) 

0 

(D) 


(D) 

1 

(D) 


(D) 
(") 

0 

(") 
(•) 
(D) 


(D) 

153 
176 


(D) 


(D) 
(D) 

(D) 
(D) 


1063 

1503 
(D) 
(D) 
193 

(D) 

27 
16 


30 

905 
669 
(D) 
(D) 
(D) 
(D) 
68 

(D) 


(10) 

6812 

4030 

0 

4030 

1176 

1  15 

0 

I  15 


(D) 

(D) 

0 

(D) 
(D) 

(D) 
(D) 

0 

(D) 
(D) 

(D) 


(D) 

0 

(D) 
(D) 
(D) 

0 

(D) 


(D) 
(D) 
(*) 

0 

(') 

0 
0 

(•) 

0 
0 

(D) 

63 

(D) 
(D) 
(D) 


(U) 

14762 

(D) 
(D) 
1792 

240 


(D) 

(D) 


(D) 
(D) 
(D) 

26 

14 

(D) 

(D) 


(D) 
(D) 

(D) 


69 
(D) 

(D) 

0 

(") 

27 


(•) 

127 
0 
2 
0 

1  26 

7 

(D) 


1176 
958 


85 
0 


(D) 
331 

(D) 
(D) 


(D) 


(12^ 

131050 

5302 
(D) 
(D) 

48800 

(D) 
1058 
(D) 

(D) 
(D) 

517 
271 
532 

15555 

14417 

11593 

2824 

1138 

8768 
5160 
2037 
3123 
3609 
(D) 
2084 

(D) 

16807 

1232 

(D) 

2041 

461 

(•) 

461 

(D) 

569 

3948 

4307 

4305 

2 

506 

512 

16793 

7871 

1254 

835 

4830 

770 

336 

142 

192 

563 

2334 
1232 
(D) 
(D) 
653 

1663 


15766 
12424 

380 
16 

344 

(D) 

12 

146 

(D) 

1290 

11676 
538 
1751 
3 
1748 
(D) 
8001 

(D) 


21514 
4152 

(D) 
(D) 

6173 
689 

(D) 
(D) 


(D) 
(D) 

2407 

(D) 
(D) 
(D) 
(D) 

542 

(D) 

0 

(D) 
(D) 

132 

6 

(D) 


(D) 

(D) 
(D) 

0 

(D) 

0 

5 

1827 


(D) 

204 

(D) 

0 


25 

0 
0 

(D) 

(D) 
(D) 
(D) 

(D) 


(D) 
(D) 

784 
0 

217 
4 

213 

(D) 

0 

12 

(D) 

8080 

0 

674 

3 

671 

(D) 

7196 

(D) 


(H) 
96208 

489 

7 
482 

37328 


1363 
417 
946 

3392 

2366 

513 

265 

248 

12370 

11423 

10823 

600 

947 

6643 
3697 
1990 
1707 
2946 

303 
1954 

689 

13559 
1209 
94 
1216 
(D) 
(*) 

(D) 
(D) 

553 

2110 

4305 

4303 

2 

436 

424 

15881 

7760 

1205 

759 

4647 

715 

256 

97 

191 

251 

988 
312 
(D) 
(D) 
426 


12319 

9990 

157 

26 

131 

(D) 

12 

130 

(D) 

1050 

3193 
464 

(D) 

0 

(D) 

762 
635 
(D) 


(15) 

6748 

(D) 
0 

(D) 

262 

(D) 
(D) 


25 

14 

0 


(*) 


(D) 

(D) 

0 

(D) 
(D) 

0 

(D) 


(•) 

0 

(•) 

0 

(D) 


42 
(D) 

(D) 


(D) 
(D) 
(*) 

0 
2 


37 

(D) 

596 

(D) 
(D) 

(D) 

2 

(D) 

(•) 


(•) 

159 
0 

(D) 
0 

(D) 

0 

(D) 


Table  39.— Sales  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All  industries  412390  510218  518087  536640  593571  632983  672004 

Mining  3388  4924  5982  4834  6073  6584  5627 

Petroleum  56052  69668  72599  76502  71820  76085  66225 

Manufacturing  98162  139439  141529  158115  176395  185895  190619 

Food  and  kindred  products  11956  14292  14847  16609  18319  19447  21666 

Chonicals  and  allied  products  ..  28204  54661  54255  59301  61232  62401  60120 

Industrial  chemicals  14541  39656  39824  43331  42524  41708  41104 

Drugs  2466  2862  3008  4453  5162  5977  9664 

Soap,  cleaners,  &  toiletries  .  4007  4166  4659  4467  5372  5810  7569 

Agricultural  chemicals  5736  6106  5676  6017  6987  7408  604 

Other  1453  1871  1087  1034  1187  1498  1179 

Primary  and  fabricated  metals  ..  12911  14113  13472  19365  23534  24472  25103 

Primary  metal  industries  10113  11252  10361  13509  17588  18233  16283 

Fabricated  metal  products  2798  2860  3111  5856  5947  6239  8819 

Machinery  21066  24945  25789  26838  31594  32950  34435 

Machinery,  except  electrical  .  9089  12315  12632  12175  13433  13028  10857 

Electric  &  electronic  equip.  .  11977  12630  13157  14664  18160  19922  23579 

Other  manufacturing  24025  31429  33166  36002  41715  46624  49295 

Textile  products  and  apparel  .  1488  2431  2195  2239  2596  2887  2614 

Lumber  and  furniture  696  544  585  823  1091  1157  1779 

Paper  and  allied  products  3746  6344  6421  6637  6230  6456  5170 

Printing  and  publishing  2892  3496  3754  4634  6247  7256  8627 

Rubber  and  plastics  products  .  1625  2127  2179  2515  2289  2306  2885 

Stone,  clay  &  glass  products  .  4186  4616  4971  6281  7992  9333  11602 

Transportation  equipment  6390  8067  9166  8610  10535  10850  10034 

Instruments  &  related  prods.  .  1624  2010  1963  1981  2421  3023  4493 

Other  1378  1794  1931  2281  2315  3358  2090 

Wholesale  trade 197674  222510  209821  205178  228220  240729  261954 

Motor  vehicles  and  equipment  ...  33345  39289  42336  45733  55715  63737  77067 

Metals  and  minerals  54165  63121  56177  53954  51540  53568  55910 

Other  durable  goods  60543  63946  55970  51632  57771  59208  64015 

Farm  product  raw  materials  36772  41701  40121  36216  41516  41583  36452 

Other  nondurable  goods  12850  14453  15217  17643  21678  22632  28511 

Retail  trade  23475  27549  31843  32182  35835  38276  46453 

Food  strs.,eat.  S,  drink. places  .  16036  18683  18758  17894  19846  21173  20618 

Retail  trade,  nee  7440  8865  13086  14287  15990  17103  25836 

Finance,  except  banking  4755  5535  8202  11189  21289  25139  31095 

Insurance  14197  20296  23603  21875  21623  23942  32281 

Real  estate  3933  5637  7075  9055  11797  12186  11581 

Other  industries  10755  14660  17433  17712  20518  24147  26170 

Agriculture  670  736  811  815  947  939  998 

Forestry  and  fishing  26  29  37  48  83  90  108 

Construction  4604  6379  7459  5871  5983  6334  6456 

Transportation  1982  2707  3250  3523  3909  3974  5061 

Conmunication  &  pub.  utilities  .  142  145  395  597  689  976  1583 

Services  3332  4663  5481  6857  8906  11835  11963 


Table   40. — Sales  by  Affiliates,    by    Industry  of  Affiliate,    1987-90 
[Millions  of  dollars] 

1987                    1988  1989                   1990 

All   industries    744617  886407  1056645  H68490 

Petroleum 71993  74254  93325  116785 

Petroleum  i  coal  prods,   nanuf.    .  46570  49603  63085  71722 

Other    25422  24651  30241  45064 

Manufacturing    225079  280716  353063  389115 

FVxxl  and  kindred  products 22862  31160  42633  44986 

Beverages    5794  8092  5767  6163 

Other  ,     17068  23068  36866  38823 

Chemicals  and  allied  products  ..  72105  78835  92734  109394 

Industrial  chemicals  48398  52036  59844  68625 

Drugs  11344  13530  17516  21716 

Soap,  cleaners,  {  toiletries  .  9144  9175  12900  14630 

Other  3219  4094  2474  4423 

Primary  and  fabricated  metals  ..  26658  36765  51727  52368 

Primary  metal  industries  18032  20944  26499  32319 

Ferrous  7509  8468  10751  16251 

NonferrOUS  10524  12476  15748  16068 

Fabricated  metail  products 8626  15821  25228  20050 

Machinery    40343  56279  71575  79607 

Itechinery,    except  electrical    .  13766  22894  35357  35452 

Coiputer   (  office  equip.    ...  4222  4974  7533  11571 

Other  9544  17920  27823  23881 

Electric  (  electronic  equip.    .  26577  33386  36218  44154 

Audio,    video,    i    caom 12768  14159  14774  16412 

Electronic  ccoiponents 4332  4999  7242  7714 

Other  9477  14227  14201  20029 

Other  iBnufacturing  63111  77676  94395  102761 

Textile  products  and  apparel  .  3301  4677  5616  5794 

>  Lumber  and  furniture 1796  1945  1684  2774 

Paper  and  allied  products  6699  8008  7853  9160 

Printing  and  publishing  8303  12233  14557  17099 

Newspapers  1428  1554  1621  (D) 

Other  6875  10680  12937  (D) 

Rubber  products  3920  6650  7554  9771 

Misc.  plastics  products 2677  4138  4618  4778 

stone,  clay,  C  glass  products  13377  14152  16820  17549 

Transportation  equipment  8384  9411  163  74  19687 

Motor  vehicles  (  equipment  .  5503  6756  12629  15600 

Other  2881  2655  3745  4087 

Instruments  and  related  prods.  6780  7419  8602  8416 

Other  7875  9042  10716  7732 

Wholesale  trade  278843  320216  347258  381462 

Motor  vehicles  and  equipment  ...  85451  83826  86615  94338 

Professional  (  ccmmer.  equip.  ..  10520  14626  17984  15903 

Metals  and  minerals  58287  62497  64753  79362 

Eiectrical  goods  22727  26538  31441  34980 

Machinery  (  equipnent  9837  31690  35322  36741 

Other  durable  goods  29733  23604  24022  28242 

Groceries  and  related  products  .  13953  15699  15800  20006 

Farm  product  raw  materials  27413  36263  46938  45863 

Other  nondurable  goods  20923  25472  24383  26027 

Retail  trade  48433  60601  72092  76074 

General  mercliandise  stores 7802  13999  15957  13255 

Ftacd    stores    24312  27177  30218  36841 

Apparel  and  accessory  stores    ...  5190  5261  6759  7826 

Other    11130  14164  19159  18153 

Finance,    except  tanking     27008  34875  44014  29087 

Insurance  39260  48856  54356  63377 

Real  estate  10907  13015  14909  17412 

Services  20086  22829  30959  37930 

Hotels  i  other  lodging  places  ..  2289  3108  3927  5327 

Business  services  9724  8638  11519  12749 

Oomputer  C  data  proc.  serv.  ..  1589  1972  3207  3914 

Other  business  services  8136  6667  8312  8835 

Motion  pictures  2599  3237  5206  9163 

Engineering  (  arch,  services  2246  2367  3704  3897 

Accxaunt. ,  resch.  (  mgmt.  serv.  .  1113  1007  1575  1006 

Health  services  915  1163  1267  1638 

Other  services  1200  3308  3760  4150 

Other  industries  23009  31044  46669  57248 

Agriculture,  forestry,  (  fish.  .  963  1378  2199  2146 

Mining  5757  6511  8505  10031 

Goal  3181  3168  1493  1728 

Other  2576  3342  7012  8303 

Constructian  7860  9077  13097  13793 

Transportation  6491  11809  19800  27254 

Communication  i   pub.  utilities  .  1938  2269  3069  4024 


Ihhle  41.— Sales  by  Affiliates,    Industry  of  Affiliate  by  Country  of  UBO,    1988 
[Millions  of  dollars] 
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Table  42. — Sales  by  Affiliates,   Industry  of  Affiliate  by  Ctauntry  of  UBO,    1989 

[Millicns  of  dollars] 
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14774 

7242 
14201 

9439b 

■b616 

1664 

78b3 

14bb7 

1621 

129J7 

7bb4 

4618 

16820 

16374 

12629 

374!> 

8602 

10716 

34  72b8 
8661b 
17984 
647b3 
31441 
3b322 
24022 
1  bSOO 
46938 
24381 

72092 
Ib9b7 
30218 
67b9 
191b9 


14909 

309b9 
3927 

1  lbl9 
3207 
8312 
b206 
3704 
157b 
1267 
3760 

46669 
21  99 
8b0b 
1493 
7012 
13097 
19800 
3069 


(2) 

1 17369 
4309 

(D) 
(D) 

b  3  8  7  0 

bb71 
(D) 
(D) 

(D) 
(D) 

(D) 
(D) 

136 

7294 

b907 

(D) 

(D) 

1368 

6468 
1141 
(D) 
(D) 
b327 
(D) 
173 
(D) 

(D) 

1  029 
1  98 
1  34b 
4363 
1601 
2762 
(D) 
141) 

(D) 

bos 
40b 
104 
178 
126 

6986 
229 


89b 

230 

996 

18 

40bO 

19227 

(D) 

3670 

164b 

(D) 

lb64 

12270 

bb99 

18b0 
1  29 

(D) 

219 
(D) 

(D) 

196 
30 
(D) 


63 
2b07 
391 
2116 
1697 
420b 
1222 


(3) 

b48346 

b8803 
4S329 
13473 


31692 

21  30 

29b62 

62897 
328b4 
lb989 
121b4 
1901 

2796b 
7b35 
1709 
b826 

20431 

47898 

23234 

471  1 

18b24 

24664 

9b3b 

3723 

1  1406 

b931b 
3649 
llb6 
bObO 
8970 
6 
6964 
2b7b 
2b21 

11618 
7b96 
3996 
3600 
6417 
97bb 

1 274b6 

19627 

404  1 

14826 

291  0 

7899 

18297 

1  1  663 

34400 

1  3773 

42394 
4360 

2b644 
3650 
8b39 

15630 

31914 


19101 
1008 
9071 
2400 
6671 
lb6b 

(D) 
1316 

(D) 
3  IbO 

1889  3 
931 
b2b9 
965 
4294 
6923 
4109 
1670 


(4) 

77417 

b818 
(D) 
(D) 

295eb 

29  16 

(D) 
(D) 

3595 
(D) 
(D) 
133 
10b 

7396 

(D) 
(D) 
(D) 
(D) 

6004 
2406 
(D) 
(D) 
3597 
(D) 
(D) 
446 

96  /  1 
39b 


(D) 

0 

(D) 
(D) 

3b0 
4012 
2b61 

(D) 
(D) 

3bb 
479 

334b4 

(D) 

83 

2749 

301 


(D) 

lb26 

2b30 

(D) 

1096 

196 

(D) 

b39 


21b3 
109 

1679 
554 

1  1  25 

(•) 

1  67 

71 

0 

126 

2915 
107 
(D) 
(") 
(D) 

2012 
(D) 
37b 


(5) 

93691 

1739 

102 

1637 


433 
100 
333 

21  150 
17569 

623 
2622 

337 

4027 

I0b7 

497 

b60 

2970 

8690 
3054 
291 
2763 
5636 
(D) 
16/0 

(D) 

9294 
563 
445 
31  2 

(D) 

3 

(D) 
(D) 

687 
1  194 
803 
609 
194 
1170 
102 

2653b 

1  1548 

61  3 

5584 

931 

lU4b 

567 

(D) 

(D) 

1  053 

13432 

(D) 

114  13 


(6) 


(7) 


(8) 

171914 
1696b 

(D) 
(D) 

7bb64 

14211 
1  191 

1  3020 

13217 

683b 

5664 

(D) 

(D) 

5812 
2231 
116 
2115 
3562 

15611 

11554 

2029 

9524 

40b7 
b23 
940 

2b9b 

26734 

19bl 

434 

369 

3076 

2 

3074 

239 

(D) 

432b 

3492 

1153 

2339 

3586 

(D) 

35067 

(D) 

963 

1917 

1044 

1733 

15097 

5059 

(D) 

7317 

6036 
272 
(D) 
(D) 

3034 


(9) 
33119 
1  2175 

(D) 
(D) 

7776 


(D) 
1  2 

(D) 

(D) 
(D) 
(D) 

2 
149 

(D) 

25 
(D) 

(D) 
(D) 


401 
394 

(D) 
(D) 


3800 
154 


(D) 
10 

(D) 


(D) 

2 


(D) 

407 

41  36 
138 
(D) 
(D) 
159 
(D) 
239 
802 
441 
1  1  36 


5614 
(D) 
(D) 
(D) 


(10) 

5638 

1549 

0 

lb49 

225b 

246 

0 

246 


(U)_ 

17941 

1  llbO 
(D) 
(D) 

1091 


319909 

3721 
(D) 
(D) 


4633 
(D) 
(D) 

4334 
(D) 
(D) 
481 
289 

11132 
9850 
6711 
3139 
1283 

16040 

10178 

2379 

7799 

5862 

(D) 

3014 

(D) 

20245 

719 

330 

1191 

1006 

2 

1007 

(D) 

624 

3311 

8261 

8229 

32 

(D) 

427 

202946 

6b647 

13600 

46402 

27916 

25743 

5256 

2007 

12079 

4094 

4459 
(D) 
(D) 
627 

1513 

24365 

(D) 

(D) 

7073 

2347 

829 

119 

710 

(D) 

245 
217 

(*) 
(D) 

16784 

907 
(D) 

(D) 

598 

4280 

10896 

(D) 


(13)  (14) 

26063  271536 

(D)  995 

(D)  0 

(D)  995 


(15) 

14323 

1616 

0 

1618 

1917 

(D) 
0 

(D) 

3 
3 


(*) 
(D) 

(D) 
(D) 

0 
0 

(D) 
(D) 

9 

(D) 
(D) 

4 

(D) 

2 

(D) 
(D) 

0 

(D) 
(D) 

0 

(D) 

0 
0 
0 


1359 

(D) 

(•) 

0 

0 

149 

0 

(D) 

0 

(D) 


All  iixiistries 


Petroleim  

Petroleun  (  ooal  prods.  lanuf . 
Other   


^tanofacturing 


Rxxl  and  )cindred  pDocbjcts 

Beverages   

Other   


Chesiiccds  and  allied  pcodiicts 
Inckjstcial  chanicals 


Ecxgs  

Sixp,  cleaners. 
Other 


i  toiletries 


Priiery  and  fabricated  metals 
Priiary  netal  indListr  ies  . . . 

Pernous  

Nsnferrous 

F^Jxicated  metal  prodicts  .. 


Machinery  

Machinery,  except  electrical 

Qxputer  I  office  equip.    . . 

Other   

Electric  (  electrcnic  equip. 

Audio,  video,   (  ixiiiiii 

EUectrcnic  ouiipjiients 

Other  


Other  lanofacturing 

Textile  products  atnd  apparel  . 

Timber  and  furniture 

Paper  and  allied  products . 

Printing  and  publishing  

Newspapers  

Other  

RiitiDer  pcodjcts  

Misc.  plastics  products  

Stcne,   clay,   (  glass  products 
Transportaticn  eguipnent 

H3bcr  vdiicles  t  equipment  . 

Other  

Instruments  and  related  prods. 
Other   


<8K>lescLle  trade  

M3tor  vehicles  and  equipnent  . . 
Profeasicnal  S  ocnmer.  equip.   . 

Metals  and  minerals  

Electrical  goads  

)^ichinery  (  equipient   

Other  (tirahle  gaods  

Groceries  and  related  products 

Fcunn  product  raw  leterials 

Other  nondurable  goods 


Retail  trade  

General  merctardise  stares  . . 

Fbcd  stores   

Apparel  and  aocesaary  stores 
Other   


Finance,   except  ban)dng 
Insurance  


Real  estate 


Services  

Hotels  C  other  lodging  places 
Business  services  

Ocuputer  C  data  proc.  serv. 

Other  business  services  .... 

Itoticn  pictures  

Ehgineering  &  arch,  services  . 
Acoount.,  resch.  t  mgirtc.  serv. 

HMLlth  services   

Other  services  


Other  industries  

Agriculture,   forestry,   {  fish. 
Mining  

Qaal  

Other  

Qsnstructicn 

Tr«ispcrtaticn 

Ocronication  i  pub.  utilities 


1  19 

(D) 


1002 
2463 


1  266 

1  3 

122 

(D) 

(D) 


3  7b 
19 
(D) 

(D) 

321  7 
27  3 
(D) 
(D) 
33 
2222 
31  1 
(D) 


(D) 
(D) 
707 

22014 

2082 

0 

2082 

(D) 
(D) 

(D) 
(D) 


(D) 

134 
29 

105 
(D) 
(D) 

(D) 


2043 
109 

0 

(D) 
(D) 

0 

(D) 
(D) 
(D) 

299 

(D) 

0 

(D) 


(D) 

5 

bOl 

(D) 

bl 

829 

12b 

1  1  25 

224 

1712 

1  0020 
(D) 
(D) 

(D) 

1184 

163 

6736 


656 
32 
1  1 
37 


331 
57 


(D) 
(D) 
(D) 


(D) 
1 

(D) 

10109 

(D) 

8960 

(D) 

115 


(D) 


1604 

(D) 

2346 
2253 
67 
2186 
93 
(D) 
(D) 


3455 

166 

67 

(D) 
(D) 

0 

(D) 


691 
50 


1078 
281 

8390 
0 
956 
647 
117 
966 
548 
(D) 
(D) 
82 

1076 

(D) 

0 

(D) 


(D) 


286 

1486 
53 
(D) 
(D) 
(D) 
0 

(D) 


677 
1  1  9 


211 
(D) 
(D) 


10010 

669 

4842 

562 

4260 

1445 

554 

1057 

(D) 

(D) 

9263 

227 

4447 

524 

3923 

1561 

2073 

974 


(D) 
463 
(D) 


(D) 

563 
(D) 


(D) 
(D) 
(D) 


(D) 
(D) 

0 

(D) 
(D) 

(D) 
(D) 

0 

(D) 
(D) 
(*) 
(D) 


0 

0 
107 
(*) 

1669 


(D) 

0 

(D) 

0 

(D) 


(D) 

(D) 

(D) 

(D) 
(D) 


(D) 
(D) 


(D) 
(D) 
(D) 

0 

(D) 

262 

236 

56 

179 

26 

26 


(D) 
(D) 
(-) 
(D) 


(•) 
0 

(•) 


707 

(D) 
(D) 
(D) 


(D) 
(•) 
(*) 

0 

(D) 


295 
0 
(*) 
(D) 
(D) 

(D) 
(D) 

1364 

1  353 
267 

(D) 
(*) 
(D) 

0 

(D) 


lb 

531 

33 

(D) 

(D) 

0 

(D) 


1179 
(D) 

(D) 

34 


(D) 
(D) 

2825 
(D) 
(D) 

(D) 
(D) 

1050 

(D) 

0 

(D) 
(D) 
(D) 

15 

(D) 


(D) 

0 

(D) 

0 

(D) 

0 

10 

1050 


923 

(D) 

0 

(D) 


(D) 


601 

2077 
(D) 
(D) 

(D) 
(D) 

(D) 

(D) 


(D) 

0 

(D) 
(D) 
(D) 
(D) 

0 

2 

(•) 


194 

3 

192 

(D) 

6860 

(D) 


1638 

477 

1162 

3592 

2447 

506 

460 

179 

7529 
6498 
5810 
687 
1031 

11703 
7112 
1917 
5195 
4591 

812 
2901 

877 

18082 
666 
167 
924 
(D) 

(D) 

3827 

603 

2228 

8235 

8229 

6 

414 

(D) 

192124 

63345 

13397 

44117 

25231 

25694 

4998 

1945 

11658 

1740 

1454 
145 

(D) 
(D) 

632 
22643 


3130 

2020 

515 

52 

463 

36 

245 

192 

0 

122 

5760 

(D) 
(D) 

0 

(D) 

2637 
1640 


(D) 
(D) 
(D) 
(D) 

(D) 

55 


169 
0 


5 

0 

(D) 

(D) 


Table  43.-- Sides  by  fiffiliates.   Industry  of  Affiliate  by  Oaimtry  of  UK),   1990 

[Millions  of  dollars] 


All 


Canada 


Burope 


Latin    Africa    Mittlle 


America 

Ttotal  Of  whiich—  ard 

Other 

Ftanoe  Gemany     Nether-  Switzer-  United     Western 
lands         land     Kin9dcin      Hemi- 
sphere 


Bast 


Asia  and  Pacific 
Itatal  Of  which— 

Austral-  Japan 


Uiitoc 
Statee 


All  inckiatries 


PetroleiBi 

Petroleun  (  oaal  pcods.  iBiuf . 
Other  


Manifacturing 


Rxxl  and  kindred  pcoducts 

Beverages  

Other   


Cheidcals  and  allied  pccxlicts 
Indjstrial  chonicals 


nrugs 

Soap,  cleaners. 
Other   , 


€  toiletries  . 


Priiery  and  fabricated  metals 

Primary  metal  industries 

P^erraus  

tfanferrous 

nJzicated  metal  pmrtirta  .. 


Machinery  

Macdunery,  except  electrical 

Ociputer  (  office  ecjuip.   . . 

Other   

Electric  t  electronic  equip. 

Audio,  video,   C  conm 

Ellectrcnic  ocaixvienta 

Other  


Other  iranifacturing 

Textile  pcxducts  and  apparel  . 

lunber  and  furniture  

Paper  and  allied  products 

Printing  and  publishing  

Newspapers  

Other   

Rubber  products   

Misc.  pleistics  pctxijcts  

Stone,  clay,  I  glass  prrriirts 
Transportaticn  eqoipnent 

Hotac  vriucles  (  eguipnent  . 

Other   

Instruments  and  related  prods. 
Other  


(ftvolesale  trade  

M3bor  vehicles  and  eguipnent  . . 
ProfessicneLl  C  ocsiner.  equip.   . 

Metals  and  minereds   

Electrical  goods  

>tachinery  C  equipnent  

Other  fiirahlr  gjods   ........... 

Groceries  and  related  products 
F^irm  procbct  raM  iBterials  . . . . 

Other  lYxrlurahle  goxls 


Ret^Lil  trade 

General  nerctardise  stores  . . 

Bxxl  stores  

Apparel  and  accessory  stores 
Other  


Finance,  except  bejiking 

Insurance  

Reed  estate  


Services  

Hotels  C  other  lodging  places   . 
Business  services  

0:i{iuter  C  data  proc.  serv.    . 

Other  business  services  

ttotiat  pictures 

Engineering  £  arch,  services  . . 
Aooixnt.,  resch.  t  m^t.  serv. 

Heedth  services  

Other  services 


Other  industries  

Agriculture,   forestry,   (  fish. 
Mining  

Cfcal 

Other   

Oonstructim  

Transportation 

Ocsa>jdcation  (  pub.  utilities 


(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

(10) 

(U) 

(12) 

(13) 

(14) 

(15) 

1168490 

127097 

599151 

85540 

107521 

72819 

64439 

188852 

)61b7 

5940 

17079 

369324 

3146) 

313138 

13741 

116781 

5237 

69004 

(D) 

1772 

(D) 

(D) 

22203 

185)4 

1416 

(D) 

Sb2b 

(D) 

3486 

(D) 

71722 

(D) 

52169 

(Dl 

105 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

1 

0 

4b064 

(D) 

16835 

(D) 

1667 

710 

(D) 

(D) 

(D) 

1416 

(D) 

(D) 

490 

348b 

(D) 

3891  15 

582  13 

245361 

34112 

44929 

2)805 

32998 

80827 

7012 

27  10 

665 

74628 

7835 

59251 

496 

44986 

6041 

32833 

2811 

421 

2526 

(D) 

15425 

222 

(D) 

0 

nil 

1060 

2546 

(D) 

616] 

(D) 

2025 

(D) 

120 

0 

1 

(D) 

1  1 

0 

0 

K94 

(D) 

630 

(D) 

J882J 

(D) 

30809 

(D) 

302 

2526 

(D) 

(D) 

2  1  1 

(D) 

0 

3758 

(D) 

1916 

0 

109)94 

(D) 

76480 

4632 

21061 

1  1520 

11221 

2395) 

(D) 

0 

1  1  ) 

6203 

46 

bb06 

3 

6862b 

(D) 

39707 

(D) 

IM  0  J 

ID) 

199 

1)360 

14 

0 

0 

(D) 

0 

3340 

3 

217  16 

4 

19492 

(D) 

680 

I 

9890 

7417 

(D) 

0 

(D) 

1061 

1 

1060 

0 

14630 

(D) 

13753 

1  34 

2771 

(D) 

(D) 

(D) 

2 

0 

(D) 

(D) 

(D) 

590 

0 

4423 

1  24 

3527 

198 

507 

(D) 

(D) 

(D) 

1  36 

0 

0 

637 

(D) 

517 

(•) 

b2368 

7  39  2 

24526 

8b36 

4)12 

1  136 

(D) 

55)7 

(D) 

(D) 

(D) 

1601) 

2800 

12300 

0 

32319 

(D) 

9112 

(D) 

1  1  38 

0 

(D) 

2100 

33 

(D) 

0 

14502 

(D) 

11202 

0 

16251 

(D) 

3103 

12b7 

488 

0 

(D) 

1)9 

(D) 

0 

0 

11347 

(D) 

10402 

0 

16068 

(D) 

6009 

(D) 

651 

0 

1694 

1961 

(D) 

(D) 

0 

31bb 

(D) 

800 

0 

20050 

(D) 

15413 

(D) 

)17) 

1  1  36 

400 

)4)7 

(D) 

(D) 

(D) 

Ibll 

(D) 

1106 

0 

79607 

6824 

49804 

5450 

9345 

(D) 

7688 

10889 

451 

(D) 

336 

21929 

1217 

17185 

(D) 

35452 

1044 

18472 

1936 

3220 

181 

(D) 

6240 

444 

(D) 

(D) 

lb07B 

(D) 

12191 

(D) 

1  1571 

(D) 

3918 

(D) 

256 

32 

(D) 

175) 

(D) 

0 

109 

716b 

0 

6b48 

0 

23881 

(D) 

14554 

(D) 

2964 

149 

2295 

4487 

(D) 

(D) 

(D) 

7913 

(D) 

b643 

(D) 

44154 

5780 

31332 

)bl4 

6125 

(D) 

(D) 

4649 

7 

(D) 

(D) 

6850 

(D) 

4994 

33 

16412 

(D) 

10589 

(D) 

(D) 

(D) 

(D) 

841 

0 

(•) 

(D) 

1362 

183 

1086 

3 

7714 

(D) 

4055 

(D) 

1870 

429 

64 

1  106 

7 

(D) 

0 

3400 

29 

2778 

27 

20029 

1249 

16689 

567 

(D) 

49 

(D) 

2702 

0 

0 

0 

2089 

(D) 

1129 

2 

10276 1 

(D) 

61718 

12682 

9790 

(D) 

3527 

25022 

2894 

98 

(D) 

250)1 

2712 

2170b 

(D) 

5794 

1091 

3232 

27) 

614 

56 

252 

1647 

(D) 

0 

(D) 

972 

0 

937 

(D) 

2774 

331 

1  598 

81 

4b) 

0 

27 

915 

0 

0 

(■) 

84b 

(D) 

257 

0 

9160 

1542 

6001 

47 

)84 

(D) 

(D) 

1  )56 

36 

0 

(D) 

1398 

(D) 

904 

(D) 

1  7099 

5681 

1001  4 

(D) 

(D) 

(D) 

(D) 

5081 

(D) 

0 

2 

USl 

(D) 

(D) 

(D) 

(D) 

(D) 

41 

0 

) 

0 

0 

(D) 

1  1 

0 

2 

2 

0 

2 

0 

(D) 

(D) 

997  ) 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

0 

1179 

(D) 

(D) 

ID) 

9771 

(D) 

4400 
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0 

(D) 
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0 
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0 
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4 

(D) 
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(D) 

1 

0 

1 

0 
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13422 

0 

0 

0 

0 

0 

(D) 
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(D) 

0 

0 

m 
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80 
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0 

0 

0 

0 
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(D) 

(D) 

13425 
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(D) 

0 

(D) 

(D) 
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0 

0 

0 

0 

(D) 

(D) 

(D) 

11030 

10912 
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(D) 

0 
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(D) 
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0 

0 

0 

0 

0 

0 

0 

2395 

5 

2390 

0 

0 
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0 

IS 

0 

0 

0 

b 
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7 

(D) 

(D) 

5704 

13 

839 
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(D) 

7b 
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(D) 

0 

0 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

5218 
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37bb 

4717 

148 

43 

428 

(D) 

632 

23 

418 

1624 

1225 

399 
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(D) 

(D) 

(D) 

1270 

0 

0 

0 

0 

(D) 

0 

0 

(D) 

(D) 

0 

0 

0 

(D) 

(D) 

14b 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

14b 

0 

0 

(D) 
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(D) 

0 

0 

0 

(D) 

0 

(D) 

(D) 

(D) 

0 

0 

0 

19 

2216 

23b 

0 

0 

0 

(D) 

0 

2 

(D) 

0 

0 

0 

'R! 

0 

b04 

643 

622 

0 

4 

3 

4 

0 

b 

0 

399 

(•) 

399 

(D) 

(D) 

17 

0 

(D) 

0 

(D) 

(D) 

0 

(D) 

12 

329 

0 

0 

0 

6 

(U) 
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0 

(D) 

(D) 

4 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

b29 

(D) 

1419 

139 

(D) 
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(D) 

(D) 

4 

(D) 

0 

0 

0 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

(•) 

0 

14b 

(D) 

3 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

3 

0 

(D) 

0 

0 

0 

(D) 

0 

1 

1 

0 

0 

0 

0 

(K) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(D) 

0 

(D) 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(D) 

(D) 

(D) 

0 

(*) 

0 

(D) 

(D) 

2 

(D) 

(D) 

(D) 

(D) 

0 
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0 

(D) 

(D) 

0 

(*) 

0 

0 

0 

0 

0 

(D) 

(D) 
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0 

0 

(D) 
(D) 


(D) 


(D) 


(D) 


(D) 
(D) 


(D) 


(D) 


(D) 


087 

8 

983 

0 

0 

(D) 

831 

047 

4 

261 

0 

0 

0 

189 

40 

4 

722 

0 

0 

(D) 

642 

0 

0 

0 

0 

0 

0 

0 

(D) 

(D) 

(D) 

0 

0 

0 

0 

(0) 

(D) 

58 

(D) 

0 

1 

(U) 

0 

0 

0 

0 

0 

0 

0 
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(D) 

(D) 

(D) 

1 

(D) 

(D) 

71 

290 

1740 

0 

137 

27 

(D) 

0 

(D) 

(D) 

0 

(D) 

(D) 

0 

(U) 

0 

(D) 

0 

2 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

(U) 

0 

697 

0 

2 

0 

0 

0 

(D) 

704 

0 

(D) 

0 

0 

(D) 

0 

56 

0 

0 

(D) 

1 

(D) 

0 

(D) 

0 

0 

5 

(0) 

P) 

0 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

0 

0 

(D) 

6 

J 

(D) 

(D) 

0 

0 

0 

(*) 

0 

(D) 

(D) 


(D) 


(D) 


(D) 


(D) 

695 

0 

(D) 

0 

0 

0 

695 

0 

0 

(D) 

0 

0 

(D) 

0 

0 

2 

(D) 

(D) 


(D) 
0 


(D) 

0 

(D) 

(D) 


(D) 


(D) 


(*) 


(D) 


159 

0 

94 

!S 
0 

6 
20 

0 
40 


0 
6 

(D) 


(D) 


(D) 
(D) 
D) 


(D) 


■OUs  4Sc.— SaXea  fay  A££lliates,  loiBtcy  at  Fhlm  fay  Iirkstry  of  Afflllats,  1989— OxCinued 
(KLUjcnsocf  cfallacsj 


OuJcsale  txzde 


Rx  the  diatrlhrim  by  JnlDtry 
of  oalea,  reed  the  cxilisn. 

Ebc  the  dlatribjtJcn  by  iirlLBtry 
of  affiliate,  md  the  rcw. 


Dotal         H*ci:      Pii  ifm  Metals  Electri-       Kh- 

vctucles    ajatal        ard  ced       ddnecy, 

ard           ard  luna:^  goods      equip- 

ecjuip-        ocm-  al^,  Toit, 

mt      iciuial  eju^e^jL  ard 

equijiiCTIt  petjxr  '^y^p1-ii%^ 

and  loAi 

i^jppliwi 


Other      fVnm--       Fhm  Otho: 
cijra-      xes  ard      tii  ih        ncn~ 

ble        relart«d    uct  ibu  rtii-Tihlr 

93Gd9     pcrxiucta   iata:i~  ^xds 
als 


Pertail    Finaroe,     Inax^ 
banking 


Rml 


Sendoee    Othtr 
india- 


(1) 


(2) 


(3) 


(4) 


(S) 


(6) 


C) 


(8) 


(9) 


(10) 


(11) 


(12) 


(13) 


(1«) 


(15) 


(16) 


All  JnlBtries 347258 

Petxrileijn 25109 

Petraleun  C  oml  [rods,  nnuf .  .  0 

Other 251B9 

ttaufactucJng 26122 

Rxd  eni  ](lrefced  'pxAxAo 3522 

Heveuajm  (D) 

Other (D) 

ChmicELla  and  adUed  pxxljcta  . .  1218 

Industrial  diodcals (D) 

tti^ (D) 

Soap,  cJeanerB,  (  todletrles  .  0 

Other 504 

Etiiury  and  fabclceted  letala  ..  103s 

Priiary  metal  inrtistries 852 

nsLLUus  (D) 

Mnfffi-rcus (D) 

F^itricated  vetal  pcodLicts  ....  186 

Mchimy 6528 

Machinery,  sfcept  elfrtriral  .  1657 

Oaputer  (  nffine  equip.  ...  (D) 

Other (D) 

Electric  (  electnouc  equip.  .  4S7i 

ALdio,  video,  £  uuiul  2710 

RlfTtrmic  oxpcnents 1307 

Other 854 

Other  lemfacturing  138I6 

textile  prodjcts  and  aifarel  .  (D) 

Tjmhpr  and  furrutife 242 

Pa{£r  and  ^1  lifrt  {rcdjcts 832 

Printing  and  puhliahing 117 

NBW\£%jeL9    .•••■............  0 

other 117 

Rubber  orocijcta (D) 

Miflc.  pLnt-Jm  [roijcta (D) 

Stcne,  clay,  (  glass  prrrtrta  129 

TtarapactatJcn  oquipnmt (D) 

Hstor  \«hlcles  (  equipient  .  (D) 

ether 6 

Irstmnaifcs  and  related  [rods.  949 

Other 330 

Bnlffwlp   tlrri* 287751 

M3bcr  veh Tries  and  equipnoit  ...  65606 

Pccfeesicnal  (  iiiipeL.  equip.  ..  15457 

MebaLs  and  niieiZLls  36I87 

EUectrical  ^xds 26325 

Kbchinery  C  eqjipierfc 226II 

Other  durable  gscxis  28496 

Q33oerieo  and  related  ^txducts  .  19776 

F^m  {zxxkjct  raM  leterjAls 42050 

Other  norirnhlr  gjads 31243 

Retail  trade 1889 

Gaieral  raxtorlije  stores (D) 

Eted  stores  (D) 

J^parel  and  acoesBsry  st>3CBs  ...  (D) 

Other 353 

Piiunoe,  except  tsi^cing    679 

Inskranoe (D) 

Real  estate (D) 

Services 1992 

ttatels  (  other  lodging  places  ..  0 

Buaineas  services 858 

OdpLita:  C  cbta  pxc.  sorv.  ..  203 

ether  tjjsireas  services 655 

Mjtiicn  pictures (*) 

Etigiiieering  C  arch,  services  ...  96 

Account.,  resdi.  t  i^tt.  serv.  .  103 

Health  services (D) 

Other  services JD) 

Dthar  iirlustries 2031 

A^icultuDB,  fccBStry,  t  fish.  .  i7ii 

Mining 186 

Ooal (D) 

Other (D) 

Qsstructicn 5 

Tcanspoctaticn 128 

CbnuiicBtlcn  (  pub.  i<-<1-in««^  .  1 

Uiapecified (D) 
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2 

11686 

(D) 

(D) 

3 

0 

0 

0 

0 

0 

0 

(D) 

2 

11686 

(D) 

(D) 

3 
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1700 
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(D) 

0 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

(D) 
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0 

30 

0 

0 

0 

(D) 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(D) 

0 

30 

0 

(D) 

(D) 
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(D) 

(D) 

1  1  1 

0 

0 
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(D) 

0 

w 

0 

0 

(0) 

0 

0 

(D) 

0 

0 

(D) 

(D) 

0 

0 

(D) 

(D) 

76 

0 

(D) 

(L>) 
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1137 

320 

4087 
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21 

(0) 

(D) 
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(D) 

0 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

(D) 

(D) 
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(D) 

0 
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1 1 1 

(D) 

0 
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0 
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(D) 

0 

m 
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0 
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0 

(U) 

0 

(D) 

0 

(D) 

(D) 

1 

(D) 
(D) 

4 
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71083 
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21 
(D) 
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917 
(D) 

(D) 
0 
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(D) 


(D) 
531 
(D) 


(D) 

0 

(D) 

0 

(D) 

(D) 


(D) 

0 

(D) 


(D) 

(D) 

0 
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(D) 

14926 
(D) 

13764 
(D) 
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(D) 
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(D) 

0 

0 

(D) 
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0 
281 
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(D) 


50076 

333 

89 

30893 

(D) 

3852 

1625 

(D) 

4802 

4993 

(D) 


(D) 

(D) 

0 

(D) 
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(D) 


(D) 


(D) 
(D) 
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(D) 
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296 
(D) 
(D) 
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(D) 

(D) 
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(D) 
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0 

(D) 
0 

(D) 
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(D) 


(D) 
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(D) 
53 

(D) 
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(D) 
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224 

(D) 
(D) 
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(D) 


(D) 


(D) 


(D) 
0 

(D) 
0 

(D) 
0 

(D) 

(D) 


(D) 

17 


(D) 

19 

(D) 
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(D) 
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18 


(D) 
0 
(D) 
(D) 
(D) 


(D) 


(") 
(D) 


(D) 

5846 

2 

B4 

(•) 

0 

0 

0 

0 

0 

(D) 

5846 

2 

84 
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(D) 

0 

(D) 
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0 
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(D) 
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0 
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0 
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0 

0 

0 

0 

0 
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0 
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0 
0 
0 

0 
0 
0 
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(D) 
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(D) 

0 
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(D) 

(D) 

39 

13080 
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(D) 
0 

(D) 


(D) 
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(•) 
(•) 
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(D) 
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(•) 
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(D) 
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(D) 
0 

(D) 
0 

(D) 


(D) 
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(D) 


(D) 
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(D) 
(D) 

832 

(D) 

0 

(D) 
(D) 
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(D) 


6 
26 
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(D) 
23 
958 
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(D) 


111 

(D) 

0 

(D) 

(D) 


31 

0 

12 


(D) 
(D) 

14? 

(D) 
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(Dl 

(D) 

4 

(•) 


(D) 
(D) 
(D) 


(D) 


(D) 
(D) 

669 

(D) 


(D) 

32 

(D) 

0 

333 

70106 
15850 
29639 
6140 
18477 

(D) 


360 

(D) 

157 
(D) 

(D) 
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0 

(D) 

(D) 

(D) 


(D) 
(D) 


(D) 


(D) 


(D) 
(D) 


0 

0 

(D) 

(D) 


201 
(D) 
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0 

(D) 

(•) 

(D) 


(D) 


(•) 


52962 
(D) 
321 

(D) 
(D) 

(D) 
0 
0 

(D) 
0 

(•) 

(D) 


(D) 


(D) 

(D) 
(D) 


(D) 

(D) 

0 

(D) 


(•) 


(D) 


(D) 


(D) 

0 
(•) 
(D) 

(D) 

(D) 
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(D) 
(D) 

50 
(D) 
(•) 

1^! 

(D) 


(•) 
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0 

177 

1767 

(D) 
1 

(D) 


(D) 


(D) 

519 

(D) 
(D) 
(D) 
(D) 
(D) 
(•) 
(D) 


1135 

(D) 
(D) 


(D) 
(D) 

386 

(D) 
111 

0 

24 
112 


(D) 

309 
II 


195 

27066 
3742 

11441 
1029 
8411 

(D) 

2942 

1650 

1270 

(D) 

866 

(•) 


(D) 
(D) 


546 
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1598 

78 

0 

78 

217 

(D) 
(D) 
(Dj 
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10 

(D) 

(D) 

0 

(D) 
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630 

0 

630 

31 

(D) 
(D) 
(D) 

540 
(D) 

(D) 


(D) 
(D) 
(D) 
0 
(D) 
(D) 


(D) 
(D) 

30 

(D) 
(D) 
(D) 


70» 

(D) 

124 

(D) 

(D) 

0 
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19 

0 

(D) 

42506 
1938 
7527 
1440 
6086 
11387 
19124 
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Table  46a.— Sales  by  Affiliates,    Industry  of  Sales  by  Industry  of  Affiliate,   1990 

[Millicns  of  dollars] 


Rr  the  distributior.  by  industry 
of  sales,  read  the  oalisn. 

Fbc  the  distrilutioi  by  industry 
of  affiliate,  read  the  row. 


All 
indus- 


Petro- 
leum 


Ifenufacturing 


Dotal 


Fbod 
and 
kindred  — 

proiucts 


Chemicals  and  allied  products 


Prinary  aid 
fabricated  netals 


Ttateil 


Indus- 
trial 

chemicals 
and 

synthetics 


Drugs 


Soap, 

clfv^nprs 

and 
toilet 
93ods 


Other 


Ibtal 


Priirary  Fcibcicat- 

netal  ed  letal 

indjs-  poDoducts 
tries 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(V) 


(8) 


(9) 


(10) 


(11) 


(12) 


All  incite  tries 1168490 

Petroleun  i40]2i 

Petroleun  C  ooal  pcods.  lanuf.   .  676 14 

Other   72712 

Manufacturing  1703^4 

Rxxl  and  l<indred  proctucts  4  a  7  0 1 

Beverages  itie 

Other  41033 

Ctiemicals  and  allied  products  ..  6  39 36 

Industrial  chanicads 39961 

DlAjgS    18821 

Soap,  cleaners,  C  toiletries  .  104B6 

Other   14688 

PriiBry  and  fabricated  metals  . .  42/64 

Prijnary  netal  industries 26454 

Perrous  14341 

Nan&rrous 12113 

Fcibricated  metal  products 1 6  3 1 0 

>bchinery 7beo9 

>feichinery,   exrspt  electrical  .  3b3bb 

Oaputer  (  office  equip. e  7  0  2 

Other  266b3 

Electric  {  electronic  equip.    .  4(j4b4 

Audio,  video,  (  oanm ib43i 

Electrtjuc  OTj^xments  i063i 

Other   14392 

Other  senufacturing  119144 

Textile  prcducts  and  apparel  .  6 1 3  3 

Linber  and  furniture 3101 

Paper  and  allied  products  ....  9 1  b  9 

Printing  and  publishing ib768 

New^iapers 2246 

Other   i3b22 

Rokber  products  862b 

Misc.  plastics  products  80b8 

Stdie,  clay,   C  glass  products  ib4bi 

Tran^xxtatian  equipnent 11084 

tt3tor  vdiicles  (  equipnent  .  26  3  27 

Other   47ba 

Instrments  and  related  prods.  13712 

Other   sob3 

Rholesale  trade  34018b 

Motor  v^iicles  and  equipnent  ...  71796 

ProfesBianal  I  oamer.  equip.    ..  17907 

Metals  and  minerals  b3887 

Electrical  gocds 30837 

Haiidaery  I  equipnent   26728 

Other  dirahlp  goods   33884 

Groceries  and  related  prcducts  .  2 3b 10 

Fbrm  pcioduct  raw  materials 4 1 4 1  u 

Other  nociducable  goods 40226 

Retail  trade 83614 

General  merchandise  stores  12499 

Fbod  stares  4i2b6 

Apparel  and  accessory  stores 7  6  2 1 

Other  22238 

Finance,   except  banking     32146 

Insurance  6i4bo 

Real  estate  i7eo7 

Services 4b29e 

liotels  t  other  lodging  places  ..  b646 

Business  services  18I63 

Ooqputer  C  data  ptxx.  serv.    ..  6201 

Other  business  services  11962 

MXion  pictures  b28o 

Engineering  (  arch,  services  ...  4974 

Acoomt.,  resch.  {  r^t,.  serv.   .  36b9 

Health  services  i63b 

Other  services b94i 

Other  industries es2b6 

Agriculture,   &xestry,  (  £1^.   .  4b«9 

Mining 1435!> 

Ooal 6001 

Other  83S2 

Oonstructicn 13842 

Tran^jortaticn  27688 

Qnuiicaticn  (  pub.  utilities  .  4  782 

lli^iecified  120b 3 


1 1678b 

389115 

44986 

109394 

68625 

21716 

14630 

4423 

52368 

32319 

20050 

102610 

6316 

1 

(D) 

(D) 

0 

(D) 

(D) 

(D) 

(D) 

1 

(D) 

(D) 

0 

(D) 

(D) 

0 

(D) 

0 

(D) 

(D) 

0 

(D) 

(D) 

1 

(D) 

(D) 

0 

0 

(D) 

I  1 

11 

1 

9135 

327503 

38408 

86277 

49831 

18173 

13967 

4306 

44790 

28461 

16329 

(D) 

42753 

38030 

4628 

(D) 

(D) 

4504 

(D) 

(D) 

0 

(D) 

0 

(D) 

7151 

(D), 

1 

0 

(D) 

0 

0 

0 

0 

(D) 

(D) 

30879 

(D) 

(D) 

(D) 

(D) 

(D) 

(D) 

0 

(D) 

68b8 

75139 

(D) 

72248 

41764 

17462 

9126 

3896 

(D) 

(D) 

0 

5336 

34069 

15 

32271 

30490 

(D) 

(D) 

373 

775 
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Table  4 7 . - -Emp loy men t  by  Affiliates,  by  Industry  of  Affiliate,   1960-86 

(Thousands  of  employees] 

1980  1981           1982           1983           1984           1985           1986 

All  industries  2033.9  2416.6  2448.1  2546.5  2714.3  2862.2  2937.9 

Mining  25.2  40.4  40.6  28.7  32.6  29.9  2C.0 

Petroleum  101.6  127.7  122.2  120.8  125.4  124.8  117.7 

Manufacturing  1105.0  1300.0  1241.6  1321.5  1381.5  1455.2  1411.6 

Food  and  kiedred  products  120.4  127.9  126.4  139.0  146.3  150.7  160.2 

Chemicals  and  allied  products  ..  283.8  413.9  390.2  398.1  406.6  429.6  376.8 

Industrial  chemicals  121.4  255. 7  241.2  232.1  231.7  230.3  253.8 

Drugs  33.1  32.4  36.7  46.7  48.2  51.0  £6.fi 

Soap,  cleaners,  6  toiletries  .  31.8  30.5  30. 6  25.4  29.5  30.7  47.1 

Agricultural  chemicals  (D)  (D|  (D)  (D)  (0|  (D)  2.5 

Other  (D)  (D)  (D)  (D|  (D|  (D)  6.9 

Primary  and  fabricated  metals  ..  112.9  111.3  102.8  146.3  157.0  167.6  158. S 

Primary  metal  industries  75.3  76.1  69.6  83.6  95.7  103.2  79.7 

Fabricated  metal  products  ....  37.6  35.2  33.2  62.7  61.3  64.3  78.8 

Machinery  289.4  301.2  285.5  292.6  308.9  310.5  314.8 

Machinery,  except  electrical  .  116.9  137.6  132.2  124.8  125.2  116.4  91.6 

Electric  &  electronic  equip.  .  172.5  163.7  153.3  167.8  183.7  194.1  223.3 

Other  manufacturing  298.6  345.7  336.7  345.4  362.7  396.8  401.3 

Textile  products  and  apparel  .  28.5  43.1  37.0  35.6  34.6  37.9  32.9 

Lumber  and  furniture  8.9  6.6  7.0  10.7  14.2  12.9  18.9 

Paper  and  allied  products  ....  36.9  52.9  51.4  43.8  43.1  44.3  38.5 

Printing  and  publishing  41.6  43.9  45.2  54.6  65.8  72.9  84.0 

Rubber  and  plastics  products  .  23.3  28.4  26.3  25.7  20.2  19.3  23.9 

Stone,  clay  i     glass  products  .  46.5  42.4  47.6  58.3  67.9  80.4  80.2 

Transportation  equipment  65.1  72.8  71.0  64.7  65.7  64.4  S2.3 

Instruments  i     related  prods.  .  26.1  27.8  23.8  23.7  24.1  29.7  41.0 

Other   21.7  27.9  27.2  28.4  27.1  35.  1  19. C 

Wholesale  trade  217.2  254.0  280.1  269.5  287.4  294.6  308.0 

Motor  vehicles  and  equipment  ...  43.1  52.1  51.9  54.9  62.2  68.4  71.1 

Metals  and  minerals  29.8  42.0  37.9  23.2  19.6  20.4  23.5 

Other  durable  goods  87.2  95.7  117.0  118.6  126.5  134.7  135.5 

Farm  product  raw  materials  25.6  28.9  33.8  28.3  26.3  20.6  20.3 

Other  nondurable  goods  31.6  35.3  39.6  44.4  52.7  50.4  57.6 

Retail  trade  304.2  344.0  397.7  419.8  457.0  481.5  561.1 

Food  strs.,eat.  i    drink. places  .  203.2  217.8  211.0  218.8  238.6  257.9  202.7 

Retail  trade,  nee  101.0  126.2  186.7  201.0  218.5  223.6  358.4 

Finance,  except  banking   24.8  18.1  25.4  36.6  42.5  47.4  56.4 

Insurance  62.3  67.9  70.9  68.5  62.0  69.0  74.0 

Real  estate  19.7  28.7  25.7  26.6  27.2  30.8  32.1 

Other  industries  173.9  235.9  243.8  254.6  298.6  328.9  351.0 

Agriculture  9.5  11.0  11.2  10.9  9.3  9.7  11.1 

Forestry  and  fishing  0.1  0.1  0.1  0.1  0.1  0.1  0.2 

Construction  42.9  57.8  52.5  44.7  42.9  41.2  42.1 

Transportation   33.8  40.5  50.7  47.8  53.1  48.1  57.0 

Communication  (  pub.  utilities  .  2.3  2.4  6.3  8.4  9.5  10.2  17.0 

Services   85.3  124.1  123.0  142.6  183.7  219.5  223.5 


Table  48. — ESiployment  by  Affiliates,    by  Industry  of  Affiliate,    1987-90 

[Thousands  of  employees] 

1987                    1988  1989                   1990 

All   industries    3224.3  3844.2  4S11.5  4705.3 

Petroleum 114.9  127  135.6  151 

Fetroleuxi  t  ccal  pcods.  manuf.    .  90.6  103  104.6  105.2 

Other    24.2  24  31.2  45.9 

Ifainufacturing    1542.6  1828.6  2138.6  2197.1 

Ftood  and  kindred  products   142.6  177.4  251.3  250 

Beverages    33.4  42.2  27.6  25.8 

Other  109.2  135.3  223.8  224.2 

Chenicals  and  allied  products  ..  395.8  390.7  437.1  510.4 

Industrial  chemicals  265.7  246.9  270.9  312.3 

Drugs  70.8  79.3  93.3  114.1 

Soap,  cleaners,  t   toiletries  .  37.8  41.7  61.6  61.1 

Other  21.5  22.8  11.3  22.9 

Primary  and  fabricated  metals  ..  159.3  199.8  280.2  267.9 

Primary  metal  industries  85.5  87.7  118.4  135 

Ferrous  39.3  38  52.2  74.3 

Nonferrous    46.2  49.8  66.2  60.7 

Fabricated  metal  products   73.8  112.1  161.8  132.8 

Machinery   326.1  464.8  511.8  507.3 

tbchinery,    except  electrical   .  109.3  194.1  245.3  211.6 

Coaputer  C  office  equip.    35.2  38.5  4  5.7  59 

Other    74.1  155.5  199.6  152.6 

Electric  (  electronic  equip.   .  216.8  270.7  266.6  295.7 

Audio,  video,   (  com 92.9  98.9  92  91.9 

Electronic   ccsiponents 41.4  46.8  56.5  63.4 

Other    82.6  125  118.1  140.4 

Other  manufacturing    518.7  595.9  658.1  661.5 

Textile  products  and  apparel    .  40.4  50.5  58.9  60.6 

>     Lumber  and  furniture 13.9  17.1  13.3  19.4 

Paper  and  allied  products 46.1  45.8  43.2  48.7 

Printing  and  publishing   77.2  94.8  102.8  120.2 

Neusfapers   16.3  18.1  19.3  (D) 

Other   60.9  76.7  83.5  (D) 

Rubber  products    27  54.1  58.9  70.4 

Misc.    plastics  products 20.6  26.3  29.1  30.9 

Stone,    clay,    i  glass  products  103.2  103.5  115.6  122.8 

Transportation  equipment 55.7  55.4  74.5  83.9 

Motor  vehicles  (   equipment    .  33.2  35.8  44.6  53 

Other    22.5  19.6  29.9  30.8 

Instruments  and  related  prods.  64.6  65.3  71.9  70.6 

Other    70.0  83.1  89.8  34.1 

Wholesale  trade    321.9  364.8  398.7  436.8 

Hstor  vehicles  ani  equipment    ...  71.4  73.8  79.5  83.1 

Professional  (  ccnner.   equip.    ..  33.3  35.6  46.3  40 

Metals  and  minerals  26.3  25.3  28  29.3 

Electrical  goods    46.7  64.6  68.6  82.3 

Machinery  (   equipment    29.9  41.6  39.9  39.6 

Other  durable  goods   26  34.5  35.7  41.6 

Groceries  and  related  products   .  22  25.6  29.4  41.8 

Farm  product  raw  materials   17.4  16.5  17.1  18.2 

Other  nondurable  goods 48.9  47.3  54.3  60.9 

Retail  trade    558.7  678.4  803.9  755. 6 

General  merchandise  stores   93.8  183  176.1  138.6 

Ftxxl   stores    216.9  230.5  243  289.1 

Apparel  and  accessory  stoares    ...  86.8  80.9  85.6  99.7 

Other    161.3  184.1  299.2  228.1 

Finance,   except  tanking     83.9  98.8  94.9  53.8 

Insurance   87.4  101.9  111.6  126.6 

Real  estate   33.9  36.3  38.1  45.8 

Services    290.3  378.6  460.7  553.5 

Hotels  C  other  lodging  places   ..  51.7  62.1  73.1  118.6 

Business  services   149.1  188.1  241.7  222.8 

Computer   C   data  proc.   serv.    ..  13.4  13.8  24.7  31.4 

Other  business  services   135.7  174.3  216.9  191.4 

Motion  pictures    18.2  22.1  26.2  42.7 

E^ineering   C  arch,    services   ...  18.4  21.5  28.4  31.9 

Account.,    resch.    C  m9nt.   serv.    .  12.2  9.7  16.1  7.9 

Health  services    24.8  28.4  28.1  58.2 

Other   services   15.9  46.7  47.1  71.4 

Otter  industries   190.7  229.8  329.1  385.1 

Agriculture,    forestry,    C   fish.    .  14.3  15.3  22.4  21.2 

Mining 27.6  26.7  44.1  50.2 

Oaal    13.9  11.1  7.2  7.5 

other    13.7  15.6  36.9  42.7 

Construction    52.4  56.8  72.5  71.9 

Transportation   72.4  100.2  149.7  196.1 

Coamunication  C  pub.    utilities   .  24  30.8  40.4  45.7 


Table  49a.— Eiployrant  hy  Affiliates,   Industry  of  Sales  by  InAistry  of  Affiliate,   1988 

['niDusands  of  esciJx:yees] 


Bx  the  distribution  by  iniistry 
of  sales,  read  the  oalian. 

Bx  the  distribution  by  Inckjstry 
of  affiliate,  read  the  row. 
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Other  nocdurable  goods b3.3 

Retail  trade 762.6 
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Uhspeclfled 8  0.8 
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Knjfactucing,  azitirued 


Rx:  ths  diatidlULkxi  ly  jjidstry 
of  aalfls^  read  tiie  oslmi. 

Bar  the  diatciiuUcn  by  iidBtry 
of  affiliate,  read  die  ran. 


hbdunezy 


Otha:  Km&ictiEJng 


^Ibtal     tbdair  Electric  Ibtal      Itextlle  LiKfaei:,       O^pa:  Pcirtt-  fUdaec     Miasl-     Stxxe,    rtznstxrtatkn  equiiseii: 

ecy,  ex-      aid                      imrtrta      wood,         ard  iin  pox)-      Vnfniw      c3ay, 

o^it        elec-                         and         fijmi-     »n-i»»<  and          ucts     pV»!<'.ifw      and 

elec-       tixxuc                   ^pscel         ture,     (xxxiEts  p^                        poxh       g^las 

trical      equip-                                        atxl  Mftujg                       ucts     ptxdcta 

wait  fixtures 


Ibbal 


vehjdes 

and 
eguiprerit 


Otha: 
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stru- 

nents 

anl 

related 

pnxkjcts 


Otha: 
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(2) 


(3) 


«) 


(5) 


(6) 
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(8) 


(9) 


(10) 


(U) 


(12) 


(13) 


(14) 


(15) 


(16) 


All  jnlBtries 464.8 

tetinlem i.i 

lytmlfiwi  (  oral  prods,  nsnuf .  .  o 

Other 1.1 

Mufacturing 379 

Rxjd  £nd  kliifcui  pxckcts  ......  (D) 

BENCCBigtO   ....................  0 

other (D) 

ItxiBtrial  diodcals s 

tcu^ 0 

Soap,  cjeaners,  (  tcdJetries  .  0.1 

ether (•) 

Pdracy  and  fstricefced  letals  ..  (D) 

Fciiary  netal  iickjstries (D) 
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Ndifeoxxs (D) 

Fl^hrimtipH  metal  pjcAicts 4.5 

>fechliiery 334.5 

Mactiinecy,  enLt^t,  Blert.riral  .  129.9 
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Other 9«.9 
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Other  iBnifnrturing 31.7 

TBid".i If  p:rriirts  and  fliii"rel  .  (*) 
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Otter  ctnafcile  gaxb  (•) 
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F^m  pxzict  caM  isterjals 0 
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Real  estate 0 
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Mming 0.3 

Ooal 0 

ether 0.3 

Oaisttucticn (D) 

Tutsuxtafcicn (D) 

OanxiimHm  (  pjb.  i<-i1-iHi^  .  0 

Uupecified 38. 1 
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Insurance  121.5 
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Services 528.5 

Ibtels  I  other  lodging  places  ..  85.8 
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All  iidustries sii.s 

PetixxleMi 0.6 

Petjxtlaxi  t  ocbI  pxxb.  louf.  .  o 

Otho: 0.6 

Itautacturlig 433.6 

Rjui  ad  kirckred  {xxxAjcts  ....*•  0 

Bewcageo  ....................  0 

Other 0 

CheHiicEUs  ard  j^ni^H  pxTtr-t^  ..  3,2 
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Tran^xitatjcn  ecjuipnaTt 4.6 

MDter  vehicles  (  eguipna^  .  2.7 
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0 

0 

(U) 

(*) 

(D) 

0 

(•) 

0 

0.4 

0 

(D) 

0.1 

0 

0 

0 

0 

0 

0 

(D) 

0 

0 

0 

0.1 

0 

0.1 

(•) 

(D) 

0.2 

5.8 

0 
(•) 

0 
4.8 

0 
(•) 

2.6 
2.1 

0 

0 

0 
(•) 

0 
0.1 

0 
(D) 

0 
(D) 

0.2 
(*) 

(D) 
0 

(D) 


(D) 


(*) 


(D) 
(D) 


(•) 


(*) 


43.9 
(D) 


41  .9 

(D) 


(D) 
(D) 


(D) 

0 

(D) 


(D) 


(D) 
(D) 


(D) 


(*) 

(D) 

0 

0 

(D) 

0 

(•) 

(*) 

0 

28.9 

104.1 

67.3 

(") 

0 

0 

0 

0 

0 

(*) 

0 

0 

(•) 

0.1 

0.1 

0 

0 

0.1 

0 

0 

0 

0 

0 

0 

(•) 

0.1 

0 

o.e 

0.4 

0.6 

0 

0.1 

0.2 

0 

0.1 

0.1 

27 
(*) 


(D) 
0 


(D) 

23.7 
(•) 
0.4 
0.4 
0 
(*) 
0.3 


(•) 
0.1 
(*) 


(•) 


102.9 
O.S 
(D) 


(D) 
94.3 
(*) 
(*) 
0 
4.5 
0.6 


(•) 
(•) 


0.9 
(D) 
(D) 


0.3 

(•) 

0.1 

59.7 

41  .7 

16.1 

0.1 

0.2 

6.5 

(D) 

0 

(D) 


(•) 

0.5 

0.  1 

(•) 

(") 

0 

0 

0 

0 

0 

0 

0 

(*) 

0.5 

0.1 

0 

0 

0.  1 

0 

0 

0 

0 

0 

0 

0.1 

(D) 

0.2 

0 

0 

0 

f  •\ 

0 

0 

0 

0 

0 

/•\ 

0 

0 

0 

0 

0 

0 

(D) 

(•) 

{*) 

(•) 

(*) 

0 

0 

0 

(•) 

0 

0.2 

(*) 

7.3 

0.  1 

0 

0 

0 

/•\ 

5.5 

0 

(•) 

0 

0 

0 

5.5 

0 

0 

(D) 

0 

0 

(D) 

0 

0 

(•) 

0.1 

0.1 
40.6 
40.6 
(•) 
(•) 
0.2 


(D) 

0 

(D) 


(•) 


(•) 


(•) 


(•) 


(D) 
(D) 

19 
0 
0 


(*) 
(•) 

c 

18.9 

0.9 

18.1 

(•) 


(*) 


(D) 
0 

CD) 


CD) 
0 


CD) 
CD) 


0.1 
CD) 

P) 

2.4 

CD) 
CD) 
CD) 
0.1 
CD) 
CD) 

56 

0 

C) 
0 
0 
0 
0 

CD) 
0 
0 

CD) 

CD) 
0 

S3.1 

0.7 

CD) 
0 
0.6 
0 
CD) 
0.3 
(*) 


CD) 


CD) 
0 
0 
0 
0 

(*) 
0 

CD) 


0 
0 
0 

30.9 

(•) 

0 

(*) 


0 

0 

0.2 

0.1 

0.1 

0 

0.1 

(•) 
0 

(•) 
0 


0 
CD) 
CD) 

0 


0 

0.1 
2S 

(D) 
0 
0 


a 


0 

(D) 

0 

(D) 

0 

0 

0 

0 

(•) 


(•) 

(D) 

C) 

0 

1.4 

0.2 

0 

0 

CD) 

CD) 

CD) 

CD) 

CD) 

CDJ 

0 

0 

C*) 

0 

CD) 


(D) 


(•) 


TWiIp  50c.— api^jrertt  by  AffiliatES,  IndiBtry  of  Sales  fcy  IirLstry  cf  Affili^le,  1989— Oxtinjed 


^faxlesale  trade 


Bx  the  diatrihtim  ky  inijstry 
of  9ELLea,  rcsod  the  csolim. 

Bx  the  diatrihirim  ky  iixiBtry 
of  affiliate/  md  t±B  nsw. 


Tbtal 


M^txr 

vehjcles 

anl 

ecfiip- 

IBlt 


fsirrwl 
ani 


Metals 

ari 
njnar- 

aOs, 


Electri-      te- 
celI       diinery^ 


93Dd3 


ard  iam 


egLup- 

HQlt, 

and 

SL^plles 


Otha:  (VrYPT-  Kum  Otha: 

durzr  ios  and  paxxi-  ncn- 

hle  related  uct  c»  ducaUs 

9Jod9  [TffTTJr'tg  iata:i.~  ^xda 


Retail    Fiiienx,    Inar- 
tiade       ecc^ 
banlung 


Reed 


Seodces  Otha: 
irdu- 
tries 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 


(11) 


(12) 


(13) 


(14) 


(15) 


(16) 


All  iirintries 

fermlwji 

PotrolaMi  fi  OG&l  I"  '^*i  imjf ,  • 
Otte: 

Mni£actui±ig 

Rjud  6nd  )cljjLk.ed  ^ixkxTts  ...... 

Qsvnnjes  .................... 

Other  

(tfnimlB  and  /^^Meti  pooducta  . . 
Imijstcial  dioucalA  ......... 

Et^j^s 

SoBfi,  cJeacezs,  (  toUetries  . 
Other  

FldiBcy  and  falxricEited  letals  . . 

PriiBiyietal  JixiBtries 

Rft LMJB  .................... 

ttofrrnjus  ................. 

FfitrimtBd  retal  iratctg 

HK^unery 

HBCtanesy,  aioB^t  elprfriral  . 
Ocxputer  t  -iff^ry^  wjiip.  ... 

Other 

Electric  £  electrcnic  egnLp.  . 

ftriio,  vidBci,  I  oouL  

EHectzxmc  ozspcxioits  ...... 

Other 

Other  iGnufacturing 

Tt'Mt-i  1^  jixxijcta  and  acfBceJ.  . 

luixr  and  fiimityje 

Pafsr  and  n\  hwl  p?cilict3  .... 
Printing  and  pubUshing 

NBMG|JQ(£rS    ................. 

Other  

Rukher  arrrtr'ta 

Misc.  pJastics  [codxts 

Stcne,  day,  i  glass  pixdjcts 
ItanepDctafcjcn  egui{ZBit 

Mater  vidiicles  i  egui^Ent  . 

Other 

lTBtDM<BiLs  dnd  reJxitfid  prcds. 
ether 

ftiolesale  trade 

tttxc  vducles  and  eguipnait  ... 
RrfesBJcnal  &  ULiuti.  equip.  .. 
Metals  and  idiEzals  

Bltv-t-Hi-nl  g-VTJi 

tfachinery  £  eqiiprent 

Other  rtiTi^lp  g:xx3B  

Cicceries  and  related  ^rcdjcts  . 

Fbm  jroiirt  caw  iBterjals 

Other  imlirable  933d3 

Retail  tiade 

Oaeral  Tocdtenhae  stores 

Racd  stcres 

?ttsrel  and  acoeaoxy  staass  ... 
Otter 

Finance,  esxpt  banking    

Insurance 

Real  estate 

Servioes 

Hotels  (  other  Jeering  pWyfi  .. 
BBJnefTi  services 

Oofuter  C  cbta  {mac.  sarv.  .. 

Other  hwinffT^  srvices 

M±icn  pictures 

B^gineering  (  arch,  services  ... 
ftsxxrt..,  resth.  (  I9fc.  aerv.  . 

Health  services  

Other  services  ................. 

Dtho;  inlistries 

j^ricultuzs,  fcreatry,  {  £i^.  . 
Mming 

Ooal 

Other 

a:iistructjcn 

Tcanstrrtaticn 

QsniiicBticn  C  pti).  i«--i1-it--ii— ■  . 

Ih^Ecifiai 


398.7 

79.5 

46.3 

0.7 

0.1 

0 

0 

0 

0 

0.7 

0.1 

0 

114.7 

37.2 

7.2 

11.9 

0.  2 

0 

1 

0.2 

0 

10.8 

(*) 

0 

1.7 

0 

(D) 

1.1 

0 

0 

1.6 

0 

(D) 

28.0 


2.1 

0 

0 

2.3 

0 

0 

1.4 

0.2 

0.1 

37.8 

2.3 

3.2 

10.5 

1.9 

0.7 

2.4 

0 

0.6 

e.i 

1.9 

0.1 

27.3 

0.4 

2.5 

(D) 

8.8 

0 
0.4 

(D) 
(D) 

(D) 

0 

0.4 

54.5 

34.4 

(D) 

(D) 

0 

0 

2.5 

0 

0.1 

3.4 

0 

0 

1 

0 

0.2 

0 

0 

0 

1 

0 

0.  2 

(D) 

2.3 

(D) 
(D) 

0 
(') 

1.3 

0.5 

0 

24.8 

24.4 

(*) 

24.5 

24.4 

(*) 

0.3 

(*) 

0 

5.8 

0 

2.2 

(D) 

0 

(D) 

41.2 

39.4 

31 

37.4 

36.4 

0.1 

32.6 

0.1 

29.9 

11.2 

0.2 

(•) 

36.7 

0.3 

0.5 

29.3 

0.6 

0.2 

30.3 

(-) 

0.1 

18.2 

0.1 

0 

8 

0 

0 

37.5 

1.7 

0.2 

15.1 

0.5 

(D) 

(D) 
(D) 
(D) 

0 
0 
0 

(D) 

0 
0 

(D) 

0.5 

0.2 

1 

0.7 

0 

(") 

(*) 

0 

0.1 

0 

0 

(D) 
(D) 


(-) 

0.7 
(*) 


(*) 


(•) 


(') 


(D) 
(D) 


(-) 

0 

(-) 

0.2 
0 

(*) 
0 

(•) 

0 
0.  1 
0.1 

0 

(*) 


(D) 
(D) 


(D) 


(*) 


0.3 
(•) 
(-) 


(D) 
(D) 

0 

(") 
(-) 


(') 


(D) 
(*) 
(D) 


(D) 
(•) 


(") 


(D) 


39.9 

35.7 

29.4 

0.1 

0 

0.1 

(*) 
0 

(*) 

(•) 

0 

(*) 

6.2 

5 

2.2 

0 
0 
0 

0 
0 
0 

1.9 

0 

1.9 

(D) 


(*) 

(•) 

0 

0.3 

(D) 

29.8 
0.3 
0.1 
0.6 
(•) 


(D) 
(D) 


(D) 


(D) 


(*) 


(D) 
(D) 


0.2 
(*) 
0 
(•) 
0.2 
0 
(•) 
0.2 


(D) 

0 

(D) 

0 

(D) 


(D) 


(*) 
(*) 
(') 
(•) 

0.8 
25.5 
(D) 
(*) 
(D) 


(*) 


(") 


(D) 

(-) 

(D) 


(D) 


(D) 

(*) 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

(*) 

0.2 

(*) 

17.4 

(-) 
0 
(•) 
(•) 
(*) 
(■) 
15.9 
(D) 

(D) 
(D) 

0 

(D) 

0 

(") 


(*) 

0 

(•) 
(") 


(*) 


(•) 


(*) 

(•) 
(*) 

0 

(") 


0.2 
(*) 
0.3 


(D) 


(-) 

0 

(*) 

0 

(*) 

0 
0 
0 
0 

(') 

(D) 
(D) 


(D) 


54.  3 

(*) 

0 

(*) 

13.8 

0.8 
0.8 


2.5 
0.5 


(D) 
(D) 
(D) 
3.4 

(D) 

0 

(D) 

0.5 

(D) 

0.2 
0.3 
0 
0.3 
(D) 


(*) 


(') 
12.6 


(D) 

(D) 

(") 


(*) 


0.1 

(*) 

0.1 


O.l 

(D) 
(D) 

1 .1 

(') 

1 

0.  3 

0.7 

(*) 
(*) 
(•) 


(D) 

0 

(D) 


(D) 
(D) 


(D) 


0.1 

(D) 

2.3 

(D) 


(*) 

0.1 
0.8 

(D) 

0 
0.3 

791.3 
177.8 
238.7 
79.9 
294.9 

(•) 

(•) 


(D) 
(D) 


(') 


(*) 
0.2 


94.9 

(-) 
0 

(•) 

0.1 

0 


(*) 


0.1 

(•) 


(*) 


(*) 

0 

(*) 

0 
0 

(") 
(*) 


(D) 

0 

(D) 

0.2 

(*) 

0 

0 

0 

(•) 

0.  1 
0 

(*) 


111.6 

0 
0 
0 


(*) 

0 
0 
0 

(*) 


(D) 

0.3 

(D) 
(D) 
(D) 


(D) 

0 

(•) 
(D) 


(D) 


O.I 

0 

0.1 


0.1 
0.1 


0.1 
0.1 


(•) 


(•) 


(•) 

0 

(•) 

0 
0 

(•) 


(*) 

o.s 

0.2 
0 

(•) 

0.6 

(D) 
(D) 


3.7 

(D) 


(•) 
(*) 

(D) 
(D) 


(•) 

0 

(*) 

0.1 

(•) 
(*) 


0.4 

0 

0.4 


(*) 


0.4 
0.1 
0.1 


5.8 
2.4 
0.2 
2.2 
3.4 
(D) 
0 

(D) 

5.6 
0 
0 
0 

5.4 
(D) 

(D) 


(*) 

0 

(*) 

(D) 
(D) 


(D) 
o.s 

0 
0.1 
0.8 

(D) 


0.1 

10.1 
0.1 

(*) 

0.1 
9.9 

0.1 


425.9 
70.8 

229.3 
23.7 

205.6 
16.9 
22.8 
17 
28.7 
40.5 


(•) 

0 

0 

0 

0.5 

(D) 
(D) 


1.9 

(D) 
(D) 


0.5 

0 

0.5 


0.4 

0.2 
0.1 

0.5 

0.1 
0.1 


6.1 
5.9 
0 
5.9 
0.2 

(*) 
0.2 

(•) 


0.1 

(D) 

0.6 

0 

0.6 

(D) 


1.7 

0 

(•) 

0.1 

(*) 
0.1 

(D) 
(D) 


(*) 


0.9 

(D) 

1.3 
1.7 
0.4 
1.3 

0 
5.1 
0.3 

0 
(D) 

303.6 

(D) 

37.8 

7.2 

30.6 

61.1 

162.6 

(D) 

(D) 


Ihble  Sla.— EkplcyiKnt  by  Affiliates,   Industry  of  Sales  ky  Industry  of  Affiliate,    1990 
(Ttiousands  of  oplcyeea] 


Rjr  the  distrlbuticn  by  indjstry 
of  sales,  read  the  ocdiBn. 

9x  the  distribution  by  industry 
at  affiliate,  read  the  row. 


AU 
indjs- 
tries 


Petro- 
leiMi 


>brufacturlng 


Total 


food 

and 
kindred  - 
products 


Cheiuc&ls  end  allied  products 


Tbtal 


Priiary  and 
fabricated  nrt^ln 


Indja- 

trial 
chenicads 

and 
synttetics 


Ctugs 


Soap,       Other 
cleaners, 

s>d 
toilet 

93od3 


Tbtal 


PriMiary  Pihricat- 

netal  ed  netal 

indis-  pccducta 
tries 


(1) 


(2) 


(3) 


(4) 


(S) 


(6) 


(7) 


(8) 


(9) 


(10) 


(11) 


(12) 


All  indistries «7os.] 

Petrolnn 131.7 

Petcolem  (  ooal  prods.  lanif.   .  90. t 

Other  41 

Hsrufacturing 200( 

Baod  and  kindred  p:ioducta 202. a 

Beverages  29. « 

Other  174.1 

Choiicals  and  ^1H"H  prockjcts  . .  331.2 

Indjstrial  chtnicals 146 

Ecugs  86.1 

Soap,  cleaners,  (  toiletries  .  3«.s 

Other  60.6 

Prinary  and  fabricated  neteds  ..  214 

Prinary  netdd  inckjstries 111.6 

Fierrous  69.5 

Monferrous 42.1 

Ftibricated  netal  pnsdjcts 1 0  2 .  s 

Ifachinery 490.5 

Madiinery,   except  electrical  .  2i6.a 

Ocnxiter  (  office  equip.    ...  45.4 

Other  171.4 

Electric  (  electronic  equip.   .  273.7 

Audio,  video,  (  ocaai 79.5 

Electixnic  oapsnents 86.2 

Other  108.1 

Other  naiufacturing 767.5 

Itactile  products  and  apparel  .  64.4 

Iinber  and  furniture 26.9 

Faiper  and  allied  prrrtirts 49.7 

Printing  and  publishing 109.4 

Newspapers 23.6 

Other  85.8 

Riliier  pcrrtirts  67. e 

Misc.  plastics  products  52.7 

Stcne,  clay,   C  glass  products  108 

'Dranspartaticn  equifnent 128.6 

M3toc  vriiicles  (  equipnent  .  8  7  . 1 

Otta    41.5 

Instrments  and  related  pnods.  109.2 

Other  50.9 

Hholesale  trade  344.4 

Jtobor  vrfilcles  and  eqoijment  ...  41.4 

PrafeasioiaLL  £  ocnter.   equip.    ..  42.8 

Metals  and  iiinereLls  22.3 

Electrical  goods 49 

Machinery  (  equi{XEnt   40.9 

Other  durable  gsods   38.3 

Grxx3eries  and  related  prxzlucts  .  29.4 

F^um  product  raw  laterials 7.2 

Other  ncndurable  gocids 73 

Retail  trade 850.7 

General  nerchandise  stores 125.6 

Rxd  stores  318.3 

Apparel  and  accessory  stores  ...  96.5 

Other  310.3 

Finance,  except  banking     63.9 

Insurance  120.5 

Real  estate  37 

Services 645.3 

Hotels  (  other  lodging  plaK;es  ..  118.1 

Business  services   268.4 

0:«puter  C  data  pcoc.  serv.   ..  50.2 

Other  business  services  218.2 

Msticn  pictures  2B.4 

Ehgineering  (  arch,  services  ...  42.5 

Accxxnt.,  resch.  t  1191b.   serv.    .  38.9 

Health  services  59.6 

Other  services 69.4 

Other  industries 426.8 

Agriculture,  forestry,  (  fish.   .  33.3 

Mining 78.8 

Oaal 30.5 

Other  48.3 

Osnstructicxi 70.2 

nransportaticn 2i8 

Oonuiication  (  pub.  utilities  .  2  6.6 

Uhspecified 79.1 


151 

114 
76.2 

37.9 

20.8 

(D) 

0 

(D) 

10.7 

(D) 

0 

0.1 

(D) 


0.2 
(*) 


3.4 
2.8 
0.5 
2.3 
0.6 
(•) 
0.  6 


(D) 


(*) 


(D) 


(D) 
(•) 


15 

14.3 

0.6 


314. 

136. 

84. 


205. 
105. 


433.7 

194.9 

41  .  1 

153.8 

238  .8 

58.9 

78.1 

101.8 

695  .  6 

62.1 

24 

46 

103.3 

(D) 

(D) 

58.  2 

50.  3 

104.9 

100 

60  .  3 

39  .8 

100.4 

46  .4 


(D) 


250 

(•) 
0 

(*) 

170.3 

167.2 

26.9 

140  .  3 

(D) 
0.1 
0.4 

(D) 

(•) 


(•) 

0 

(*) 

0.1 

(*) 
(•) 

0 

(D) 

0 
(D) 

0 
(D) 

0 
(D) 

0 
(•) 


0 . 1 
(") 


(D) 


(*) 


(D) 
(D) 

0.4 


301  .  1 
129.7 


37.3 
51.6 


48.5 
2.  1 


(D) 
0 

(D) 


(D) 
(D) 
0 . 3 
(D) 

19  .  2 

(D) 

(D) 
0 
(D) 
(•) 
(*) 


(•) 

(D) 

0 

(D) 

0.2 

5.4 

0  .  1 

0 . 1 

0 

2.  4 

2.4 

0 

0 

0.  2 

0.2 

0 

0.1 

24.1 

5.5 

13.1 

(D) 

76 

59 

(D) 

(D) 

(D) 

(•) 

(D) 

0.9 

(") 

(•) 

0 

0 

(D) 

0 

0 

(D) 


(D) 
(D) 
0.3 


0 . 1 
(*) 
0. 1 

169.5 
122.3 

16.  1 
2  .  3 

28.9 

0.1 
0.1 


0.  1 
0 


(D) 
0 

(D) 
(D) 


(D) 

38.  3 
(D) 


(D) 
0 

(D) 
0.  3 

(D) 
0. 3 
0. 1 
0. 3 
0 

14.6 

(D) 


(D) 
(*) 
0 
(D) 
(*) 


82.3 

0.5 

0 

0.5 

76.3 
(D) 

67.4 
(D) 
(D) 


(D) 

0 

(D) 
(D) 


(D) 


(D) 


(D) 
(D) 


0.8 
14.  2 

37.2 

(D) 

0 

13.  3 

(D) 


(D) 

0 

(D) 

(D) 


(D) 


(D) 


(D) 
(*) 


(•) 


(*) 

(D) 
(D) 


(•) 


3.2 

69 

(D) 

25     2 

(D) 

(D) 

0.  7 

(D) 

(D) 

(D) 

0 

0 

0 

0 

(D) 

23.4 

(D) 

(D) 

(D) 

(•) 

(D) 

(D) 

16.9 

0 

0 

0 

0 

0 

D.  1 

6  .5 

(D) 

(D) 

(D) 

(•) 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

9  .  4 

0 

(D) 

(•) 

(D) 

0 

D  .8 

(D) 

0 . 1 

(D) 

0 .  2 

(D) 

(•) 

0 

0 

0 

0 

0 

0 

0 

(D) 

4.5 

(•) 

(D) 

0  .  b 

0 

ID) 

3 

57  .2 

0 .  4 

3  J  .  6 

25  .  9 

(D) 

(D) 

0.4 

9.4 

(•) 

9 

(D) 

(D) 

(D) 

1.8 

32.6 

0 

(D) 

(D) 

0 

0 

(1» 

(D) 

0 

(D) 

(D) 

0 

0 

(D) 

(D) 

D 

0 

0 

0 

0 

(*) 

10.6 

0 

0  .  2 

0 

0  .  2 

0 

0.  7 

1.7 

0  .  4 

(D) 

(D) 

0 

0 

(•) 

1 

(•) 

0 

0 

0 

0 

(D) 

66.4 

(D) 

39  .6 

37.4 

2 

0.  2 

22.9 

(•) 

0 

(*) 

22  .  2 

(•) 

0 

(•) 

19.1 
1.3 


(•) 
(•) 


(•) 


(D) 


(D) 


(D) 


(•) 


(D) 
(D) 


(D) 


(•) 


(•) 


(•) 


(•) 


0.  2 
(•) 


214.2 

0.  1 

0 

0  .  1 

(D) 
3.5 

(D) 
(D) 
(*) 

189.  1 
104.1 


12.5 
9.1 

(D) 

(D) 
3 . 4 

(D) 
1 .4 

(D) 

(D) 
(D) 
(D) 


(•) 
(•) 


(•) 

(•) 


(D) 


0.2 
(•) 


(D) 

3.5 

(D) 
(D) 
(•) 

103.3 

101.6 

64.2 

37.4 

1.7 


(D) 
(D) 
1.8 

(D) 

0  .  1 

(D) 
(D) 


(•) 


(*) 


(*) 
(D) 


132.8 

(•) 

0 

(•) 

112.2 

0.  1 


84.8 

2.5 

1.9 

0.7 

82.3 

7.8 
6.2 


(D) 
(D) 


(D) 

(D) 

2 .5 

1 .1 

6.5 

1 .3 

5.  1 

(D) 

(D) 

(D) 

(D) 

(D) 

2.  2 

(D) 

(D) 

(D) 

(D) 

(D) 

0  . 1 

0  . 1 

0 

0 

8  .  4 

0.9 

(D) 

(D) 

0  -  3 

0.3 

0. 1 

0.1 

(•) 
(•) 


(•) 


(D) 

0 . 3 

(D) 

0 

0 

0. 1 

(•) 

0. 1 

(•) 

(•) 

0  . 1 

(•) 

0 . 1 

0 

0 

0  . 7 

0. 1 

0.6 

0  . 1 

0 . 1 

0 

(D) 
(D) 


(D) 

(D) 

(D) 

(*) 

(•) 

8 

(D) 

(D) 

(D) 

7 . 1 

0. 2 

6.9 

(D) 

(D) 

0 

(*) 


(D) 


(D) 


•jane  51b.— apkyiEnt  by  fltfiliates,  Indiabry  a£  Sales  ly  Irdustry  d  Affiliate,  1990— Oantinjed 

[Ttrxsaids  cf  aipkyees] 


MqniTf=)r-tnir-irrj      o:x7tillUBd 


Bx  the  distr JbJCJcn  Iv  iniistcy 
of  aeOes,  reed  the  mliwn. 

Rr  tte  djatriht-im  ty  jirlBtry 
at  atjiijate,  read  the  ocw. 


hfechinety 


Other  iHiLifactucing 


TW-^l        khr-hin-    Plsr+H^ 

TJctal 

Tpjit-ilp 

lunber,       Efeper      Prrmt- 

Rubber 

Misoel-     Stcne,    Pranepartaticn  equicmt 

In-        Other 

ery,  ac-      and 

pgnlicts 

wxd,         ard           mg 

pDDCt* 

Janeajs      cJay,     

-    stru- 

cert.        eJ«^ 

and 

ti.rTU-     a  1 1  ifri        arri 

ucts 

plafttirs      arri         TrtraJ        tttcr       Other 

IB<3 

eJfiC-         trr-mn 

af^srel 

ture,       prrYiirt-'^        pub" 

prod-       gJasB                     vehicles 

aid 

triml      eqmp- 

and                     Jjshnrg 

ucts     prrrtirf.'^                       and 

related 

ma^ 

fixtures 

eqiiitiitaj- 

fgT-r^irt-^ 

(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


(7) 


(8) 


(9) 


(10) 


(11) 


(12) 


(13) 


(14) 


(IS) 


(16) 


AH  iirkustries 507.3         211.6 

Petix:i]eiin 0.1               0 

PetioleKt  (  cxal  pxxis.  lauf .  .00 

Ctho: 0.1               0 

>*»^Ita^^^l^^^^J 443.4            185.2 

Rjud  Sid  tuncftred  px3djcts  ......  0                0 

Beverages  ....................  o               o 

Other 0               0 

fliCTrrira'W  arH  aIUpH  prrfcrH^   ..  3.4                0.2 

IirtLBtrial  digiimla 2.6            0.1 

CCi^ 0               0 

Sxp,  clesners,  (  toUetries  .  0.1            0.1 

Other  0.7               0 

RriiBry  aral  tcbdrated  letaJs  . .  14            4.9 

Pniary  nebai  lirtjstries 0.6            o.« 

RXTIJUS  ....................  0.6             0.6 

M-ntiarTTiK   .................  0                    0 

Fbbricsted  lEtal  {Tcckjcts 13.4             4.3 

ffeidiLnery 388.7 

tfechinery,  sccept  r1fyt.rim1   .  169.4 

Oapoter  (  c^ice  equip.  ...  39.4 

Othia; 130 

Electric  (  electmiic  eqiip.  .  219.3 

Auix),  vides,  {  cxnu 55.5 

Kleft-nnic  cnpaioits 72.4 

Other 91.4 

Otha:  lEDUtacturirg 37.4 

TsibiJe  rmrlirt-.'^  and  an"rp,l  .  (D) 

IiKiber  end  tumitLne 4.7 

E^Er  and  allied  ^xiiucts  ....  0.1 

Pcuiting  and  puhbshing 0.1 

tlBjap^gaos 0 

Otho: 0.1 

RiHtt  rmrtr-ts (D) 

Misc.  plrWins  jTrrtrts .  1.7 

Stcne,  clay,  C  gjass  pnrrtrts  (D) 

Tranepcrtatjcn  equipiat: (D) 

Mjtcr  vehicles  i  afA^^at,  .  (D) 

Otha: .^^_^^.  3 

Instpjmta  and  rplfll'ffl  xinfe.  is. 7 

Other 3.6 

Sholeaale  trade ............  26.3 

Mabcc  vdiicles  airl  eqin'pngit  ...  (*) 

Ptxx&ssicral  (  ixswec,  equip.  ..  (D) 

Metals  and  niierals (*) 

Electrical  93xls 11.3 

>fadmiery  I  fniipnmt (D) 

Ctha:  durable  9;xd3 0.1 

OxxBcies  and  related  iTirriift.^  .  0 

F^gi  pxTJ.eTt  taw  iBtwv»1ff 0 

Otha:  ncndirable  gDcxts 0.5 

Retail  trade (D) 

Oai^al  nerchaxtlse  strxBS (*) 

Bxd  stxxes  ....................  0 

Amrel  aid  « 1 1  n  1  y  stcres  ...  (D) 

OU>a:  (D) 

FirenoB,  ocqit  baridng    (D) 

Insuznoe  ........................  0 

Real  estate (*) 

Sorvices 23.1 

Hotels  C  ether  locking  places  ..  0 

BtBineas  services 11.2 

Ozpjter  {  data  peas.  serv.  . .  11 

Other  busineas  sarvices 0.2 

Motidi  pdcUres 0 

E^ineecLrg  C  arch,  services  ...  6.8 

Pcxait.. ,  resch.  (  I9t.  serv.  .  3.2 

ttaeOth  services 0               0 

Otha:  sarncBS 1.9            (D) 

Other  inLjBtries 1.2           0.4 

Agdcultire,  &cestry,  (  fiih.  .00 

Mining 0.4            0.4 

Oaal 0               0 

Other  0.4            0.4 

Omstrucbicn 0.6               0 

Tianopxtaticn (*)            (•) 

OnuiicBticn  C  pi}.  i<--ili>v»i  .  0.2               0 

Uiopecified 11.2            1.9 


(D) 
(•) 
0 
(D) 
(D) 

(D) 


(*) 


0.1 

0 

0.1 

(D) 
(D) 
0.1 

258.2 

604.2 

0 

0.2 

0 

0 

0 

0.2 

3.1 

b 

2.4 

0 

0 

0.7 

1.9 

(D) 
(D) 

2.6 

9.1 

3 

0 

0.9 

0 

0.5 

(•) 


(D) 


(") 


15.1 
0.4 


(D) 


(D) 


0.9 

0.1 

5.8 

0.2 

0 

2.3 

0 

0 

0 

(D) 

(D) 

(D) 

(l>) 

(D) 

(U) 

(") 


(*) 


t") 


164.9 

223.7 

18 

0.2 

159.3 

10.1 

8.3 

0.2 

37.6 

1.9 

(D) 

0 

121.7 

8.2 

(D) 

0.2 

5.6 

213.6 

9.7 

0 

0.3 

55.2 

(D) 

0 

3.8 

68.6 

4.2 

0 

1.5 

89.9 

(D) 

0 

15.2 

22.2 

577.9 

57.5 

(D) 

0 

58.9 

56.5 

(D) 

(D) 

17.2 

0 

0.1 

0 

45.7 

0 

0.1 

0 

100.2 

(*) 

0 

0 

(D) 

0 

0.1 

0 

(D) 

(*) 

(D) 

(D) 

52.8 

(D) 

1 

0.7 

33.2 

(D) 

0.3 

(D) 

96.4 

0 

(D) 

1.1 

77.9 

0 

(D) 

(-) 

53.3 

0 

1.9 

1.1 

24.7 

0 

4.2 

11.4 

63.3 

0 

1.2 

2.4 

32.4 

0.5 

9.1 

17.3 

15.9 

1.5 

(•) 

(•) 

(D) 

0 

(D) 

(D) 

(D) 

0 

0 

(•) 

0.1 

0. 1 

(D) 

(D) 

(D) 

0 

4 

(D) 

1.9 

0 

(*) 


(D) 


(*) 


(*) 


(*) 


9.4 

18.7 

120.2 

70.4 

30.9 

122.8 

0 
0 
0 

0 
0 
0 

(*) 

0 

(*) 

(*) 

0 

(*) 

0 
0 
0 

(D) 
(D) 

(*) 

6.5 

46.5 

105.6 

57.9 

30.7 

107.6 

0 

0.1 

0 

0 

(*) 

0 

0 

0 

0 

0 

0 

0 

0 

0.1 

0 

0 

(") 

0 

0.5 
0.5 

0 
0 

(*) 
0 

(D) 
(D) 

0.1 
0.1 

0.2 
0 

0 

0 

0 

0 

0 

0 

0 
0 

0 
0 

0 

(*) 

0 

(D) 

0 

(-) 

0 
0.2 

0.4 

0.8 

0.2 

0 

0.5 

0.3 

3.4 

0 

0 

0 

0 

0 

(•) 

0 

0 

0 

0 

0 

0 

0 

(*) 

0 

0 

0.8 

0.2 

0 

0.5 

0.3 

(*) 

0 

0.2 

(•) 

5.2 

(D) 

0.7 

0.7 

4.1 

0.3 

0 

0 

(D) 

(D) 

0.7 

0.2 

1.4 

0.1 

0 

0 

0.3 

0 

0 

(•) 

(D) 

0 

0 

0 

(D) 

(D) 

0.7 

0.2 

(D) 

0.1 

0.2 

(■) 

(D) 

0 

0 

0.5 

2.7 

0.2 

0 

0 

(D) 

0 

0 

0 

0 

0 

0 

0 

(•) 

0 

0 

0.5 

2.4 

0 

D.2 

(*) 

0 

0 

0 

0 

0.3 

0.2 

>.5 

45.6 

100.1 

55.1 

29.5 

106.4 

76.9 

51.2 

0 

0 

0 

1.9 

(•) 

0.5 

0 

0 

15 

0.5 

0 

0 

0 

0.5 

0 

0 

0 

44.3 

0 

0 

1.4 

0 

0 

0 

0 

0 

100.1 

0 

0 

0 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

0 

0 

0 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

51.4 

(*) 

0 

0.4 

0.3 

0 

0.7 

0 

(D) 

27 

3.4 

0 

0 

0.4 

0 

0 

0 

(•) 

95.7 

0.1 

0.1 

0 

0 

0 

(D) 

0.3 

(D) 

75.7 

50.7 

0 

0 

0 

0 

0.3 

(D) 

52.3 

50.7 

0 

0 

0 

(D) 

0 

(D) 

23.5 

(*) 

0.1 

0 

0 

0 

(-) 

(D) 

0.7 

(*) 

0 

(*) 

0 

0.1 

0.7 

0.6 

0 

0 

(D) 

1.6 

i.i 

(D) 

0.1 

1.4 

(D) 

(D) 

0 

0 

0 

(D) 

0 

0 

(D) 

(0) 

0 

0 

(*) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0.1 

0 

0 

0 

0 

(") 

0 

(") 

(') 

0 

0 

(•) 

(*) 

(*) 

0 

(") 

0.1 

(D) 

0 

(U) 

0.2 

0.5 

(") 

0.1 

1.1 

0 

0 

(•) 

(') 

0 

0 

0 

0 

0 

0 

(•) 

(D) 


(D) 
(D) 


(*) 

(•) 
(*) 


(-) 


(D) 


(D) 


(D) 


(D) 


(D) 


0 

(D) 

0 

0 

(D) 

0 

(D) 

0 

(D) 

0 

(D) 

0.1 

0.3 

0.1 

0.1 

(*) 

0.1 

(*) 

(*) 

(*) 

0.3 

3.8 

(D) 

0.4 

1.3 

1.2 

0.4 

(D) 

(♦) 

|U) 

1.2 

0.4 

2.5 

(D) 

(♦) 

0 

(*) 

0 

2.4 

1.4 

(•) 

0.1 

(D) 

0 

5.8 

59.9 

31.3 

0 

0 

0 

0 

(D) 

(D) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0.1 

(D) 

0 

0 

0 

(1» 

0 

0 

0.2 

25 

P) 

0 

1.6 

(D) 

0 

(D) 


1.3 

2.2 

0 

0 

(D) 

0 

0 

0 

(D) 

0 

0.4 

(D) 

(•) 

(D) 

(D) 

0 

3.9 

(D) 

(*) 

0.6 

(D) 

0 

(D) 

0 

0 

0 

0 

0.1 

0 

0 

0 

(D) 

(D) 

(*) 

0 

0 

0 

0 

0.1 

0.1 

0 

0 

0 

0 

0 

(*) 

0 

(") 

(*) 

(-) 

0 

0 

0 

0 

0 

0 

(*) 

0 

(*) 

0.2 

8.5 

(•) 

(*) 

(D) 

0.3 

0.1 

0.2 

0.7 

0.1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0.1 

7.9 

0 

0 

0 

(*) 

0 

(*) 

0.1 

(•) 

0 

0 

5.8 

0 

0 

0 

(•) 

0 

(- 

0 

(*) 

0 

0.1 

2.1 

0 

0 

0 

(•) 

0 

(• 

0.1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(D) 

0.1 

(•) 

(*) 

(*) 

0 

0 

(•) 

0.2 

0 

(-) 

(D) 

0.1 

0.1 

(•) 

O.l 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

(•) 

0.1 

0.4 

(*) 

(") 

0 

0.1 

0 

0.1 

0.5 

0.1 

1 

0.3 

0.6 

0.1 

0 

8.2 

0.1 

0 

0.1 

0.1 

0 

0.1 

0.2 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0.3 

0 

0 

(•) 

0 

5.9 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0.3 

0 

0 

(*) 

0 

5.9 

0 

0 

0 

0 

0 

0.6 

0 

0 

0 

0 

2 

0 

0 

0 

(*) 

0 

0 

0.2 

(D) 

0.1 

0 

(D) 

0 

0 

0 

0 

0 

0 

0 

(D) 

0 

0 

(D) 

0.1 

0 

0.1 

0.1 

0 

(•) 


(D) 


Ifehle  Sdc.— arpJojiHit  ty  Affiliates,  IndLBtry  a£  adeo  by  IrcLaCry  cf  Affiliate,  1990— Ontimed 
[TliDuaards  of  aipkjyeea] 


ttTilpiT^le  trade 


Retail    FinaTiCe,    IiKix^       Road      Serviaoo    0±er 


Rr  the  dJstriiUcicn  ty  intlBtry 
of  aeOes,  read  the  cnlLm. 

Rj:  the  dHatriht-k-n  ty  jretBtry 
at  aHiliate,  cead  me  ixw. 


IbtAl 


l*tcr 

Mstids 

EJectid- 

Ktt- 

lehiclea 

sicred 

are! 

tal 

diirety. 

arrl 

arei 

HUTEr- 

gccds 

eqmp- 

equap- 

can- 

«U3, 

ist. 

IBt 

Brrrwl 

arti 

eqiupiGrit 

petro- 

^ilX>^  «^ 

ard 

lekjn 

SL4:pLies 

CXher      Qxxxi^       F^nn         Other 
ctttTcr-      les  ard      proi-         rtrr 

bJe        related    uct  ca*  dmrahJe 
gjcds     paxiljftJT  ireteri-      93005 

aJs 


trade 


ocept 


(1) 


(2) 


(3) 


(S) 


(6) 


O) 


(8) 


(9) 


(10) 


(11) 


(12) 


(13) 


(H) 


(IS) 


(16) 


All  inLBtries 436. e 

Petoxleni i.b 

PetmlaLu  (  cced  pxris.  louf.  .  o 

Ctha:  1  i 

^fenitacbucLiig 119.7 

Boai  mi  kiitkxi  taXkrts 11.7 

Beuecages o.s 

Other  10.9 

ChaiiaEiJs  ard  j^IItwH  products  ..  6.3 

InduBtcrial  choiiccds (D) 

ECu^ 1.7 

S=ap,  r1iT»m.3,  (  tcdJetries  .  o.i 

Other  (D) 

PriiBcy  anl  tabojcated  letaJs  . .  7  .^ 

PriiBry  rebdd  iixlBtrieo 5.4 

rhLUJus  ....................  2.2 

MmfFymi^ 3.2 

Fabricated  letal  praijcts 2.2 

MadtiiTery 39. s 

Ifcchirety,  oicept  eJectricBil  .  10.9 

Oaputer  C  rrf?-ifT>  equip.   ...  3.6 

Oth=^ 7.3 

FT<"r-^T~if.  £  ^Iwr-trr-n-if.  eCJlip.    .  28.9 

AixLJD,  vidsQ,  I  aawi. is. 9 

Electocnic  otipaients 7.s 

Otha: 5.5 

Oths:  lenulactuorg 54.4 

TsctiJe  xmrlirfff  and  anT^t^l   •  ^-^ 

livtpr  erd  tuoutire 2.7 

P^ri   atd  allied  yoriuctg  ....  3.7 

Pionkiiig  anl  pubbahing (D) 

Nbhgc£c:3:s  .................  0 
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Rufcter  maducts (D) 

Misc.  pV)f<:..ir?ii  pnckucts 2.3 

Stole,  cJay,  (  g]aa3  pnrrtrts  (D) 

Tranapcrtatjcn  eqoipnert 27.6 

Jtotcr  vehicles  &  egoipnait  .  26.8 

Otha: 0.8 

InstruBits  and  eclated  pccds.  5 . 2 

Other 2 

Auleaale  tizde 255.5 

Mabar  vehicles  and  equipnait  ...  35.7 

Etaftmirmi  (  txstrao.  equip.  ..  30.1 

Matala  and  idnecala 13.3 

Klfrtriml  <yxjis 36.1 

(fediinery  S  eqjifZBit 28. e 

Other  drable  gcxds 31.5 

QrorrriCT  and  telated  lartticta  .  25.2 

Rem  paxkjct  taw  loterjals 7 

Ctha:  ncndiratile  gDcds 47.8 

Retajj.  trade 20.6 

Gaieral  lErOtarliae  sboces 4.3 

Red  StXXGS 13 

A^i HB el  and  aoceasccy  stcres  ...  0.3 

Odna: 2.9 

Pinsrae,  oc^  banking    2.5 

Insixanoe  ........................  0.1 

Real  estate 0.1 

Sorvices 27.6 

Itotels  C  other  locking  piflrm  ..  (D) 

BwinenB  secvioes 9.4 

Qxfuter  £  chta  poDC.  scrv.  . .  2 

Other  busineas  servioes 7.4 

Hsbicn  pdctires (D) 

E^ineadug  £  arch,  services  ...  1.1 

Acosunt. ,  rcsdi.  (  i^t.  serv.  .  1 .5 

Health  aerviceo 0 

Ctha:  sorvioes 6.7 

Other  iiduBtrios 4.9 

Agriculbire,  fecestry,  t  fiah.  .  2.6 

Mining 1 

On  I 0 

Other  1 

OoiatrucLicii 0.1 

llanspoctatiiCTi 1.2 

Oannicotjcn  (  ptix  i<-i1iH>w  .  0.1 

Uispecified 4.1 
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Table  52. --Gross  Wages  and  Salaries  Paid  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All  industries  33120  44965  50139  54298  59437  65688  71525 

Mining  523  1026  1159  842  964  1034  904 

Petroleum  2170  2983  3456  3461  3800  3970  3957 

Manufacturing 18687  26421  27685  30204  33207  36442  37783 

Food  and  kindred  products  1601  1967  2075  2335  2587  2953  3154 

Cbenicals  and  allied  products  ..  4931  9400  9765  10072  10756  11570  11176 

Industrial  ebemicals  2371  6513  6903  6989  7307  7625  7699 

Drugs  614  708  843  1072  1216  1329  2005 

Soap,  cleaners,  t     toiletries  .  622  672  719  699  789  942  1195 

Agricultural  cbenicals  (D)  (D)  (D)  (D)  (D)  (D)  74 

Other  (D)  (D)  (D)  (D)  (D|  (D|  203 

Primary  and  fabricated  metals  ..  2069  2341  2345  3661  4126  4568  4622 

Frinary  metal  industries  1469  1676  1607  2044  2562  2941  2504 

Fabricated  metal  products  ....  600  665  737  1616  1564  1627  2118 

Machinery  4962  5970  6338  6581  7305  7728  8584 

Machinery,  except  electrical  .  2232  2884  3171  2990  3052  2993  2563 

Electric  t     electronic  equip.  .  2730  3086  3167  3591  4254  4735  6021 

Other  manufacturing  5125  6743  7162  7555  8432  9623  10247 

Textile  products  and  apparel  .  326  S69  531  523  545  627  568 

Lumber  and  furniture  110  87  89  184  239  217  317 

Paper  and  allied  products  ....  689  1304  1350  1272  1215  1254  1044 

Printing  and  publishing  685  794  885  1124  1492  1751  2142 

Rubber  and  plastics  product^  .  343  441  439  507  427  441  571 

Stone,  clay  t  glass  products  .  879  913  1155  1391  1686  2052  2382 

Transportation  equipment  1404  1716  1785  1600  1809  1956  1790 

Instruments  t    related  prods.  .  368  479  469  461  502  624  1008 

Other  321  439  460  493  519  702  426 

Wholesale  trade  3966  4955  6181  6542  6828  7542  8408 

Motor  vehicles  and  equipment  ...  842  1060  1187  1304  1598  1961  2051 

Metals  and  minerals  673  930  1176  970  537  608  692 

Other  durable  goods  1536  1823  2431  2792  3011  3366  3729 

Farm  product  raw  materials  442  520  629.  596  625  467  478 

Other  nondurable  goods  473  622  757  881  1058  1141  1457 

Retail  trade  3141  3688  4509  4774  5018  5343  6332 

Food  strs.,eat.  &  drink. places  .  2050  2378  2421  2392  2434  2622  2205 

Retail  trade,  nee  1091  1310  2088  2382  2584  2721  4127 

Finance,  except  banking   744  619  1042,  1882  2249  3024  4896 

Insurance  978  1098  1339  1373  1342  1592  1728 

Real  estate  337  508  422  450  501  615  694 

Other  industries  2575  3669  4346  4770  5527  6125  6823 

Agriculture  116  132  149  153  121  130  156 

Forestry  and  fishing  1  2  3  3  3  3  4 

Construction  808  1287  1316  1072  1073  1122  1319 

Transportation  612  747  1047  1228  1313  1190  1509 

Communication  (  pub.  utilities  .  36  40  107  147  173  224  333 

Services  1000  1460  1724  2168  2845  3455  3502 


Table  S3. — Gross  Wages  and  Salaries  Paid  by  Affiliates,  ny  INdustry  of  Affiliate, 

[Millions  of  dollars] 


1987         1988         1989         1990 

All  industries  79926  99217  118658  131414 

Petroleum  3749  4706  4498  5114 

Petroleiai  (  coal  prods,  manuf.  .  2946  3315  3567  3504 

Other  804  1391  931  1610 

Mduiufacturing  41855  51036  61768  69836 

Pood  and  kindred  products  3148  4056  5276  5735 

Beverages 831  1168  817  839 

Other  2317  2888  4458  4896 

Chemicals  and  allied  products  ..  12789  13770  15677  19444 

Industrial  chemicals  8709  8980  10137  12292 

Drugs  2226  2659  3286  4437 

Soap,  cleaners,  (  toiletries  .  1312  1458  1928  2027 

other  542  674  327  687 

Primary  and  fabricated  metals  ..  4626  5909  8940  8860 

Primary  metal  industries  2529  2697  3634  4753 

Ferrous 1232  1273  1577  2714 

Nonferrous  1297  1424  2057  2039 

Fabricated  metal  products  2097  3212  5306  4107 

Machinery  8658  12448  14820  16483 

Machinery,  except  electrical  .  3275  5069  7164  6900 

Computer  i    office  equip.  ...  1310  1481  1810  2387 

Other  1965  3588  5354  4512 

Electric  (  electronic  equip.  .  5384  7379  7655  9584 

Audio,  video,  (  conn 2466  2971  3007  3282 

Electronic  components  923  1321  1664  1791 

Other  1994  3087  2984  4511 

Other  manufacturing  12634  14853  17055  19315 

Textile  products  and  apparel  .  716  906  1123  1204 

Lumber  and  furniture  254  300  290  477 

Paper  and  allied  products  1225  1353  1480  1564 

Printing  and  publishing  1951  2367  2801  3612 

Newspapers  319  371  392  (D) 

Other  1632  1997  2409  (D) 

Rubber  products  777  1553  1724  2285 

Misc.  plastics  products  429  567  698  786 

Stone,  clay,  (  glass  products  2737  2788  3302  3691 

Transportation  equipment  1493  1595  1953  2458 

Motor  vehicles  &  equipment  .  922  930  1238  1554 

Other  571  665  715  904 

Instruments  and  related  prods.  1698  1701  2001  2082 

Other  1353  1723  1683  1156 

Wholesale  trade  9094  10444  12001  13581 

Motor  vehicles  and  equipnent  ...  2244  2315  2507  2989 

Professional  &  commer.  equip.  ..  1035  1157  1556  1489 

Metals  and   minerals  830  878  938  1037 

Electrical  goods  1246  1595  2026  2319 

Machinery  C  equipment  866  1214  1310  1344 

other  durable  goods  632  889  939  1163 

Groceries  and  related  products  .  470  544  673  956 

Farm  product  raw  materials 388  428  454  495 

Other  nondurable  goods  1383  1423  1597  1789 

Retail  trade  6129  8179  10102  10384 

General  merchandise  stores  1275  2453  2584  2488 

Food  stores  2258  2877  3065  3720 

Apparel  and  accessory  stores  ...  869  852  1054  1438 

Other  1728  1997  3397  2737 

Finance,  except  banking   6353  7344  7454  4268 

Insurance  2323  3028  3516  4261 

Real  estate  718  801  899  1156 

Services  4917  7347  8778  10995 

Hotels  (  other  lodging  places  ..  628  846  1088  1396 

Business  services  2362  4092  4668  5211 

Computer  t  data  pcoc.  serv.  ..  443  1054  973  1280 

other  business  services  1919  3038  3695  3931 

Motion  pictures  384  429  648  1333 

Eiigineering  t  arch,  services  ...  535  623  836  906 

Account.,  resch.  C  mgmt.  serv.  .  431  315  437  350 

Health  services  324  371  394  768 

Other  services  254  671  707  1032 

Other  industries  4787  6334  9643  11819 

Agriculture,  forestry,  (  fish.  .  193  216  367  327 

Mining  907  963  1407  1549 

Coal  529  460  269  232 

Other  378  503  1138  1317 

Construction  1396  1583  2176  2324 

Transportation  1826  3026  4949  6706 

Comjiujnication  &  pub.  utilities  .  464  545  745  912 


Table  54. --Total  Compensation  Paid  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All  industries  40047  54798  61487  66807  73155  79933  86492 

Mining  704  1347  1573  1146  1314  1380  1178 

Petroleum  2773  3816  4304  4552  4916  5090  5038 

Manufacturing   22835  32577  34485  37824  41578  44880  46276 

Food  and  kindred  products  1952  2419  2561  2925  3253  3635  3874 

ChenicalB  and  allied  products  ..  6023  11646  12199  12725  13499  14042  13561 

Industrial  chemicals  2912  8156  8713  8918  9236  9283  9240 

Drugs  737  843  1013  1336  1497  1621  2470 

Soap,  cleaners,  &  toiletries  .  768  836  900  864  991  1098  1511 

Agricultural  chemicals  (D)  (p|  (O)  (0|  (D)  (D)  91 

Other  (D)  (D)  (D)  (D)  (D)  (D)  248 

Primary  and  fabricated  metals  ..  2607  2919  2967  4667  5290  5941  5937 

Primary  metal  industries  1869  2115  2070  2639  3351  3853  3281 

Fabricated  metal  products  ....  738  804  897  2027  1939  2088  2656 

Machinery  5964  7285  7815  8062  9012  9422  10377 

Machinery,  except  electrical  .  2691  3553  3990  3717  3869  3676  3062 

Electric  4  electronic  equip.   .  3273  3732  3825  4346  5143  5747  7315 

Other  manufacturing  6289  8308  8944  9445  10524  11839  12528 

Textile  products  and  apparel  .  381  6SS  625  619  647  745  676 

Lumber  and  furniture  129  102  106  221  286  258  377 

Paper  and  allied  products  ....  836  1629  1707  1617  1550  1550  1299 

Printing  and  publishing  814  953  1059  1341  1774  2078  2522 

Rubber  and  plastics  products  .  415  534  544  629  523  543  701 

Stone,  clay  t  glass  products  .  1062  1093  1427  1734  2098  2550  2874 

■  Transportation  equipment  1838  2243  2358  2139  2404  2554  2368 

Instruments  (  related  prods.  .  433  574  566  555  615  758  1208 

Other  382  526  551  589  628  803  503 

Wholesale  trade  4610  5806  7368  7771  8146  9058  10059 

Motor  vehicles  and  equipment  ...  986  1244  1440  1602  1949  2418  2512 

Metals  and  minerals  792  1112  1426  1147  634  725  826 

Other  durable  goods  1763  2110  2851  3266  3560  3999  4397 

Farm  product  raw  materials  523  621  756  721  756  558  571 

Other  nondurable  goods  545  719  895  1035  1248  1357  1754 

Retail  trade  3747  4345  5383  5584  5912  6320  7533 

Food  strs.,eat.  I    drink. places  .  2449  2794  2858  2764  2838  3087  2719 

Retail  trade,  nee  1298  1551  2525  2820  3074  3233  4814 

Finance,  except  banking   844  688  1161  2064  2501  3335  5396 

Insurance  1155  1309  1583  1622  1572  1842  2025 

Real  estate  371  570  483  515  576  707  793 

Other  industries  3009  4343  5148  5730  6640  7322  8193 

Agriculture  136  154  175  180  140  151  181 

Forestry  and  fishing  1  3  3  3  4  4  5 

Construction  943  1521  1551  1268  1284  1339  1632 

Transportation  726  920  1281  1520  1638  1475  1857 

Communication  i  pub.  utilities  .  39  44  122  169  201  256  386 

Services   1163  1700  2015  2590  3374  4097  4132 


Table  55.— ttotal   Ccmpensation  Paid  by  Affiliates,    by  Industry  of  Affiliate,    1987-90 

[Millions  of  dollars] 


1987  1988  1989  1990 

All  industries    96009  119S88  144158  161323 

Petroleum    4800  5970  5674  6483 

Petroleum  {   coal  prods,   nanuf.    .  3786  4257  4543  4481 

Other    1014  1712  1131  2003 

Manufacturing    50758  62373  76448  87142 

Pood  and   kindred   prxxlucts 3889  5075  6590  7112 

Beverages    1009  1446  1027  1075 

Other    2880  3629  5564  6037 

Chenicals  and  allied  products  ..  15133  16588  18922  23766 

Industrial  chemicals  10241  10792  12139  14968 

Drugs  2709  3271  4069  5420 

Soap,  cleaners,  (  toiletries  .  1517  1670  2296  2496 

Other  667  856  418  882 

Primary  and  fabricated  metals  ..  5752  7504  11529  11576 

Primary  metal  industries  3280  3479  4725  6255 

Perrous  1644  1658  2107  3631 

Nonferrous  1636  1821  2618  2624 

Fabricated  metal  products  2472  4025  6804  5321 

Machinery  10546  15024  18261  20575 

techinery,  except  electrical  .  3988  6066  8891  8617 

Conputer  i   office  equip.  ...  1588  1797  2173  2867 

Other  2399  4269  6718  5750 

Electric  C  electronic  equip.    .  6558  8958  9371  11958 

Audio,    video,    C   ccrai 2971  3619  3685  4127 

Electronic  ccmponents 1136  1558  2000  2215 

Other  2451  3781  3685  5616 

Other  manufacturing  15437  18182  21146  24113 

Textile  products  and  apparel  .  847  1090  1368  1463 

Lumber  and  furniture 301  368  348  571 

Paper  and  allied  products  1494  1677  1802  1930 

Printing  and  publishing 2366  2837  3350  4345 

Newspapers  367  426  455  (D) 

Other  1999  2411  2895  (D) 

Rubber  products  943  1975  2207  2980 

Kisc.  plastics  products 524  682  851  965 

Stone,  clay,  i   glass  products  3413  3458  4183  4671 

Transpottation  equipment  1883  1989  2510  3195 

Motor  vehicles  C  equipment  .  1173  1197  1615  2055 

Other  710  792  894  1141 

Instruments  and  related  prods.  2044  2079  2440  2528 

Other  1622  2028  2086  1465 

Wiolesale  trade  10927  12472  14271  16298 

Motor  vehicles  and  equipment  ...  2825  2833  3019  3663 

Professional  t  canmer.  equip.  ..  1206  1351  1818  1745 

Metals  and  minerads  991  1058  1123  1247 

Electrical  goods  1461  1899  2413  2787 

Machinery  C  equipnent  1015  1446  1578  1616 

Other  durable  goods  745  1038  1104  1377 

Groceries  and  related  products  .  563  648  793  1160 

Farm  product  raw  materials 461  494  531  582 

Other  nondurable  goods  1661  1704  1892  2122 

Retail  trade  7212  9495  11805  12374 

General  merchandise  stores  1441  2777  2948  2917 

Pood  stores  2735  3402  3706  4620 

Apparel  cind  accessory  stares 1005  983  1229  1654 

Other  2030  2332  3922  3182 

Finance,  except  banking  6907  8175  8284  4821 

Insurance  2762  3613  4196  5080 

Reed  estate  831  939  1050  1351 

Services  5829  8612  10415  13197 

Hotels  (  other  lodging  places  ..  813  1091  1414  1815 

Business  services  2810  4686  5446  6083 

Qamputer  I   data  proc.  serv.  ..  516  1180  1142  1533 

Other  business  services  2294  3505  4304  4551 

Motion  pictures  410  491  733  1690 

Eiigineering  (  arch,  services 619  712  951  1064 

Account.,  resch.  (  mgmt.  serv.  .  498  367  528  416 

Health  services  379  444  469  893 

Other  services  300  822  874  1237 

Other  industries  5983  7939  12014  14577 

Agriculture,  forestry,  (  fish.  .  224  249  428  378 

Mining  1208  1209  1788  1990 

Qaed  698  580  348  313 

Other  510  629  1441  1678 

Construction  1758  1994  2725  2905 

Tcanspsrtation  2232  3837  6181  8232 

Comunicat ion  (  pub.  utilities  .  561  650  891  1071 


Table  56 . - -R esearch  and  Development  Expenditures  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All  industries  1946  3110  3744  4164  4738  5240  5804 

Mining  9  15  27  11  9  30  11 

Petroleum  (D)  253  2SS  310  366  388  380 

Manufacturing  1605  2645  3133  3553  4058  4478  5011 

Food  and  kindred  products  19  32  39  44  43  51  54 

Chemicals  and  allied  products  ..  834  1580  1870  2037  2349  2627  2782 

Industrial  chemicals  454  1085  1329  1397  1620  1836  1657 

Drugs  234  316  371  459  529  563  958 

Soap,  cleaners,  t  toiletries  .  72  77  84  81  94  106  135 

Agricultural  chemicals  (D}  (D)  (O)  (D)  (D|  (D|  15 

Other   (D)  (D)  (D)  (D)  (Dl  (D)  17 

Primary  and  fabricated  metals  ..  45  71  79  141  121  166  174 

Primary  metal  industries  24  51  51  59  66  102  97 

Fabricated  metal  products  ....  21  20  28  82  54  64  76 

Machinery  507  670  802  962  1154  1320  1652 

Machinery,   except  electrical  .  189  284  297  350  355  342  286 

Electric  t     electronic  equip.   .  318  385  505  613  799  977  1366 

Other  manufacturing  200  293  343  368  391  314  349 

Textile  products  and  apparel  .4557788 

Lumber  and  furniture  (*|  (*)  (*)  (*)  2  2  3 

Paper  and  allied  products  ....  8  41  40  37  39  18  10 

Printing  and  publishing  ......  (D)  13  16  29  24  25  (D) 

Rubber  and  plastics  products  .  14  16  19  52  19  15  14 

Stone,  clay  &  glass  products  .  10  12  19  53  58  66  29 

Transportation  equipment  101  136  150  92  95  83  124 

Instruments  &  related  prods.   .  32  52  47  42  42  58  112 

Other   (D|  16  46  57  105  38  (D) 

Wholesale  trade  88  118  233  192  197  234  270 

Motor  vehicles  and  equipment  ...  (D)  26  67  65  53  65  62 

Metals  and  minerals  (  i;>  I  (D)  45  14  9  6  6 

Other  durable  goods  17  23  67  82  103  130  155 

Farm  product  raw  materials  3  (D)  11  12  13  6  9 

Other  nondurable  goods  26  34  44  18  19  27  38 

Retail  trade  (D)  21  28  27  28  36  33 

Food  strs.,eat.  &  drink. places  1  1  (*)  1111 

Retail  trade,  nee  (D)  20  27  27  27  35  33 

Finance,  except  banking   (*)  1  2  2  1  2  2 

Insurance  0  0  1  2  2  0  (*) 

Realestate  («|  (*)  1  1  1  1  2 

Other  industries  50  57  64  66  76  72  95 

Agriculture  10  10  19  13  (D)  (D)  (D) 

Forestry  and  fishing  0  0  0  0  0  (*)  0 

Construction  3  4  4  3  (D)  (D)  (D) 

Transportation  (•!  (*)  (*)  (*)  0  0  (*) 

Communication  i     pub.  utilities  .  1  (*|  (*)  (♦)  (*)     '  (*)  1 

Services  37  43  41  51  60  54  77 


Table    57. — Research  and   Development   Expenditures  by  Affiliates^    by    Iridustry 

of   Affiliate,    1987-90 
[Millions  of  dollars) 


1987  1988  1989  1990 

All  industries    6521  7834  9465  11324 

Petroleum 311  364  387  520 

Petroleum  (   coal  prods,   manuf.    .  (D)  (D)  330  388 

Other    (D)  (D)  58  132 

Manufacturing    5573  6903  8398  9737 

Btaod  and  kindred  products 58  106  187  204 

Beverages    18  19  15  IB 

Other    39  87  172  186 

Chemicals  and  allied  products    ..  3220  3719  4371  5183 

Industrial  chemicals 1899  2126  2284  2521 

Drugs  1091  1318  1835  2375 

Soap,  cleaners,  (  toiletries  .  148  183  203  217 

Other  82  93  49  71 

Primary  and  fabricated  metals  ..  158  208  364  327 

Primary  metal  industries 91  102  155  164 

Ferrous  16  18  25  48 

Nonferrous  75  84  130  116 

Fabricated  metal  products  67  106  209  163 

Machinery  1581  2080  2441  2978 

Machinery,  except  electrical  .  476  692  1070  1138 

Cconjuter  (  office  equip.  ...  370  497  622  748 

Other  106  194  448  390 

Electric  (  electronic  equip.  .  1105  1389  1371  1839 

Audio,  video,  (  comn 557  781  734  1010 

Electronic  conponents 384  340  372  428 

Other  165  268  264  401 

Other  lanufacturing  556  790  1036  1045 

Textile  products  and  apparel  .  13  18  18  27 

Lumber  and  furniture  2  3  2  5 

Paper  and  allied  products  ....  22  24  29  28 

Printing  and  publishing 19  29  28  33 

Newspapers  (-)  (-)  (-)  (•) 

Other  19  29  28  33 

Rubber  products  50  98  117  154 

Misc.  plastics  products  10  21  34  36 

Stone,  clay,  S  glass  products  39  74  71  124 

Transportation  equipment 76  225  265  190 

Motor  vehicles  £  equipment  .  41  (D)  73  69 

Other  35  (D)  192  120 

Instruments  and  related  prods.  279  242  366  371 

Other  46  55  106  77 

Wiolesede  trade  357  457  467  801 

Motor  vehicles  and  equipment 91  72  75  283 

Professional  (  commer.  equip.  ..  62  92  157  207 

Metals  and  minerals  10  16  15  26 

Electrical  goods  77  122  78  107 

Machinery  S  equipnent  2  3  52  34  45 

Other  durable  goods  19  33  11  2S 

Groceries  and  related  products  .  (*)  1  2  2 

Farm  product  raw  materials  2  3  2  2 

Other  nondurable  goods  72  66  92  104 

Retail  trade  3  2  3  3 

General  merchajidise  stores  (")  (*)  0  0 

Pood  stores  0  (*)  (")  0 

Apparel  and  accessory  stores  ...  (")  (*)  1  1 

Other  2  2  2  2 

Finsuice,  except  banking   5  0  1  4 

Insurance  (*)  0  0  0 

Real  estate  2  (•)  C)  4 

Services  243  69  145  183 

Hotels  (  other  lodging  places  . .  0  0  0  0 

Business  services  55  43  74  99 

Computer  &  data  proc.  serv.  ..  51  36  69  91 

Other  business  services  4  7  5  8 

Motion  pictures  (")  2  4  4 

Engineering  (  arch,  services (D)  3  56  42 

Account.,  resch.  (  mgmt.  serv.  .  (D)  21  11  3S 

Health  services  0  0  0  0 

Other  services  (*)  1  1  (*) 

Other  industries  28  39  64  72 

Agriculture,  forestry,  (  fish.  .  (D)  28  41  4S 

Mining  9  9  20  25 

Coal    1  (•)  (•)  0 

Other  8  9  20  25 

Construction  (D)  1  2  2 

TranspDrtation  1  (•)  (•)  (•) 

Comnunicat ion  (  pub.  utilities  .  1  0  (•)  (•) 


Table  58, — Net  Income  of  Affiliates,  by  Industry  of  Affiliate,   1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All   industries   8759         11234  3830  5584  9605  5398  24S8 

Mining   392  549  -254  -108  -354  -729  -273 

Petroleum   4371  4356  3471  2348  3096  1760         -1162 

Manufacturing   1024  4069  S  1566  4047  1063  226 

Food  and  kindred  products   216  1532  460  435  555  398  365 

Chemicals  and  allied  products   ..  302  1880  1094  1799  2443  1685  1849 

Industrial  chemicals   -88  1295  713  1385  2094  1450  1556 

Drugs   -109  19  -73  90  17  46  149 

Soap,   cleaners,  i     toiletries   .  109  136  150  180  198  155  122 

Agricultural  chemicals   358  (D|  (D)  131  150  64  5 

Other   31  (D|  (D)  13  -17  -30  17 

Primary  and  fabricated  metals   ..  349  282  -277  -135  -247  -649  -271 

Primary  metal  industries   251  211  -336  -132  -193  -549  -68 

Fabricated  metal  products   ....  98  71  59  -2  -54  -100  -202 

Machinery   150  240  -658  -273  674  -770        -2758 

Machinery,   except  electrical   .  -66  -73  -721  -334  288  -80  -397 

Electric  I     electronic  equip.   .  216  313  62  61  386  -689        -2362 

Othermanufacturing   6  135  -612  -261  623  400  1041 

Textile  products  and  apparel   .  6-3  72  17  64  43  73 

Lumberandfurniture   9  -3  -30  -S  -18  -6  9 

Paper  and  allied  products   ....  157  266  96  155  260  108  155 

Printing  and  publishing   79  43  91  159  105  206  289 

Rubber  and  plastics  products  -26  -4  -10  2  54  4  42 

Stone,   clay  (  glass  products   .  48  -76  -325  -185  85  199  455 

Transportation  equipment   -250  -102  -360  -392  -26  -362  -144 

Instruments  S,     related  prods.   .  -42  -46  -116  -100  74  128  140 

Other  24  59  -30  87  26  80  23 

Wholesale  trade   1205  951  302  930  1822  1663  689 

Motor  vehicles  and  equipment   ...  241  503  408  899  1500  1954  1116 

Metals  and  minerals   631  285  394  77  -38  -47  71 

Other  durable  goods   108  17  -376  -181  290  -260  -406 

Farm  product  raw  materials   161  98  -8  -10  -30  -190  -37 

Other  nondurable  goods   63  47  -116  145  101  207  -55 

Retailtrade   276  310  402  289  604  456  283 

Food  strs.,eat.   4  drink. places   .  76  17  139  -12  206  341  20 

Retail  trade,   nee   200  292  264  301  398  115  263 

Finance,   except  banking    379  306  332  658  615  1377  1710 

Insurance   995  740  600  726  -22  915  2397 

Real  estate   56  65  -547  -126  446  207  -644 

Other  industries   60  -111  -482  -697  -652        -1315  -768 

Agriculture   -23  -76  -112  -147  -92  -110  -118 

Forestryandfishing   5  -2  1  (•!  -1  -2  -2 

Construction  -16  -27  -44  13  -65  -135  -112 

Transportation   58  36  -82  -55  -6  17  -68 

Communication  (  pub.   utilities   .  -17  -19  -40  -73  -94  -174  -219 

Services   53  -23  -205  -434  -394  -910  -249 


Table  59. --Net  Income  of  Afffiliateo,  by  InduBtry  of  Affiliate,  1987-90 

[Millions  of  dollars) 

1987         1988         1989         1990 

All  industries 7820  12049  9286  -4891 

Petroleum  1595  1947  2722  2725 

Petroleun  (  coal  prods,  nanuf.  .  1880  2164  2452  2484 

Other  -285  -217  270  241 

Kanufacturlng  4985  7542  5698  363 

Ptxxl  and  kindred  products  353  831  444  126 

Beverages  276  746  289  355 

Other  77  85  154  -229 

chemicals  and  allied  products  ..  3145  4368  4894  4787 

Industrial  chemicals  2765  3227  3349  2877 

Drugs  138  706  1166  1724 

Scap,  cleaners,  t  toiletries  .  224  329  296  171 

Other  18  106  83  16 

Primary  and  fabricated  metals  ..  182  1088  791  594 

Primary  metal  industries  526  719  557  318 

Ferrous  173  251  169  74 

Nonferrous  353  468  388  244 

Fabricated  metal  products .  -344  369  234  275 

Machinery  -328  -181  -394  -3421 

Machinery,  except  electrical  .  -12  379  297  -1366 

Computer  &  office  equip.  ...  -6  107  -166  -1000 

Other  -6  272  462  -366 

Electric  C  electronic  equip.  .  -315  -560  -691  -2055 

Audio,  video,  C  comm 97  -215  -182  -683 

Electronic  components  -209  -104  -182  -622 

Other  -203  -241  -327  -750 

Other  manufacturing 1632  1436  -36  -1723 

Textile   products  and  apparel    .  161  57  -42  -179 

Lumber  and  furniture    20  111  73  51 

Paper  and  allied   products 321  529  203  142 

Printing    and    publishing    -363  -124  -352  -347 

New3j»per3    -11  -28  -8  (D) 

Other    -352  -97  -344  (D) 

Rubber  products    18  30  -56  -645 

Misc.    plastics   products     126  232  19  12 

Stone,   clay,    (  glass   products  725  445  173  -663 

Transportation  equipment    Ill  -547  -708  -778 

Motor    vehicles    &    equipment    .  -9  -371  -730  -627 

Other    120  -176  22  -151 

Instruments  and  related  prods.  10  169  80  -93 

Other  504  533  574  777 

Wholesale  trade 361  1456  728  -1176 

Motor  vehicles  and  equipnent  ...  642  886  294  -196 

Professional  &  commer.  equip.  ..  -70  -14  -27  118 

Metals  and  minerals  23  118  172  -18 

Electrical  goods -173  124  1  -321 

Machinery  C  equipment  -231  -112  -48  -483 

Other  durable  goods  -40  70  140  -40 

Groceries  and  related  products  .  113  12  -141  -370 

Farm  product  raw  matericds 52  -6  138  -41 

Other  nondurable  goods  45  376  197  176 

Retail  trade  89  257  -1371  -972 

General  merchandise  stores -132  -83  -1681  -913 

Food  stores  285  310  227  358 

Apparel  and  accessory  stores  ...  -67  -76  (")  -435 

Other  2  106  83  18 

Finance,  except  banking   676  419  1289  -1473 

Insurance  1862  1851  2203  1694 

Real  estate  -636  -829  -353  -2168 

Services  -1026  -744  -1193  -2097 

Hotels  I    other  lodging  places  . .  -237  -155  -347  -847 

Business  services  -98  -113  -245  -642 

Computer  C  data  proc.  serv.  ..  -6  86  13  -130 

Other  business  services  -93  -200  -257  -511 

Motion  pictures  -159  -237  -346  -496 

Engineering  C  arch,  services  ...  -497  -215  -242  -39 

Account.,  resch.  £  rgmt.  serv.  .  -29  -38  -66  -35 

Health  services  17  20  25  32 

Other  services  -24  -7  28  -71 

Other  industries  -84  149  -436  -1788 

Agriculture,  forestry,  (  fish.  .  -95  -75  -24  24 

Mining  344  561  46  673 

Coal  -33  199  20  -116 

other  377  362  26  788 

Construction  -157  -155  -70  -59 

Transportat ion  -14  -17  -17  -2927 

Communication  (  pub.  utilities  .  -163  -164  -371  502 


Table     60.  —  Income     Taxes     Provided     for     by    Affiliates,     by     Industry    of     Affiliate,  1980-86 

[Millions  of  dollars] 

1980          1981          1982          1983          1984  1985          1986 

All  industries   7066  8295  5358  6600  8670  7999  7434 

Mining   68  191  -92  12  48  8  70 

Petroleum   3630  3745  2888  2589  2748  1827  -99 

Manufacturing  , 1470  2367  927  1633  2603  1881  3129 

Food  and  kindred  products   196  350  252  324  286  134  240 

Chemicals  and  allied  products   ..  330  846  197  583  1046  776  1423 

Industrial  chemicals   35  563  58  418  807  578  1009 

Drugs   46  15  -62  9  51  9«  262 

Soap,  cleaners,   &  toiletries  96  111  134  171  157  120  131 

Agricultural  chemicals   130  126  60  -24  25  -27  3 

Other   23  31  7  9  6  9  18 

Primary  and  fabricated  metals   ..  284  223  55  37  88  29  43 

Primary  metal  industries   212  163  9  -1  105  86  57 

Fabricated  metal  products   ....  72  60  45  38  -17  -57  -14 

Machinery  378  502  147  209  483  336  413 

Machinery,  except  electrical  88  156  6  98  185  ISO  159 

Electric  &  electronic  equip.   .  291  346  141  111  298  156  254 

Other  manufacturing   282  446  276  480  701  606  1011 

Textile  products  and  apparel   .  29  35  27  33  50  50  53 

Lumberandfurniture   7  2  4  10  10  7  27 

Paper  and  allied  products   ....  75  121  148  137  195  16  107 

Printing  and  publishing 145  123  125  108  188  218  246 

Rubber  and  plastics  products  -3  18  21  38  37  25  43 

Stone,  clay  (  glass  products   .  25  -45  --  79  110  144  299 

Transportation  equipment   -32  109  -10  -13  49  24  112 

Instruments  (  related  prods.   .  7  48  19  22  37  45  68 

Other   29  35  24  66  25  76  56 

Wholesale  trade   981  1058  1077  1287  1955  2364  1700 

Motor  vehicles  and  equipment   ...  415  597  747  786  1346  1674  1043 

Metals  and  minerals   131  25  161  152  54  27  73 

Other  durable  goods   243  313  166  260  480  459  278 

Farm  product  raw  materials   92  21  -3  -35  -S3  24  21 

Other  nondurable  goods   101  102  6  123  129  179  285 

Retail  trade  283  255  271  390     "          502  493  849 

Food  strs.,eat.   &  drink. places  53  13  -4  44  90  101  156 

Retail  trade,  nee  230  242  275  346  412  392  692 

Finance,  except  banking    142  120  187  368  429  1034  1137 

Insurance   213  133  -89  -51  -149  80  334 

Real  estate   71  103  79  193  313  137  76 

Other  industries   207  324  110  180  221  176  238 

Agriculture   22  (*)  -7  -1  12  9  23 

Forestry  and  fishing   2  2  2  2  (*)  (*)  (*) 

Construction   65  209  42  45  -41  3  -10 

Transportation  41  45  21  20  46  17  1 

Communication  fc  pub.   utilities   .3  3  23  15  35  21  44 

Services   75  65  28  99  169  126  180 


\ 


Table    61. — I  noons    Taxes    Provided   for   by   Affiliatee,    by    Industry   of   Affiliate,    1987-90 

[Millions  of  dsllars) 

1987  1988  1989  1990 

All  industries 9793  10625  9958  10258 

Petroleum  1724  1344  1455  1599 

PetrolevMi  (  coal  prods,  nanuf.  .  1396  1147  1154  1133 

Other  328  197  301  466 

Manufacturing  4716  5232  4851  5278 

Ftood  and  kindred  products  168  431  153  266 

Beverages  -2  280  -64  -7 

Other  169  151  217  273 

ChendcalB  and  allied  products  . .  2394  2144  2255  2558 

Industrial  chenicals  1528  1314  1286  1565 

Drugs  608  496  670  734 

Soap,  cleaners,  (  toiletries  .  229  279  271  225 

other  30  55  27  33 

PriiBry  and  fabricated  netals  ..  198  456  427  503 

Primary  metal  industries  206  331  243  198 

Ferrous 42  137  lie  89 

Nonferrous  164  194  124  109 

Fetbricated  netal  products -8  125  185  305 

Machinery  470  659  682  502 

Machinery,  except  electrical  .  202  4X1  462  306 

Computer  (  office  equip.  ...  94  114  69  104 

Other  109  297  393  202 

Electric  (  electronic  equip.  .  268  247  220  196 

Audio,  video,  (  cosii\ 99  3  114  107 

Electronic  components  34  63  45  13 

Other  135  182  60  76 

Other  i\anufacturing 1486  1543  1334  1450 

Textile  products  and  apparel  .  81  87  99  70 

Lumber  and  furniture  (D)  69  39  58 

Paper  and  allied  products  195  270  145  157 

Printing  and  publishing  254  229  68  90 

Newspapers  68  (D)  19  (D) 

Other  187  (D)  49  (D) 

Rubber  products  18  58  64  56 

Misc.  plastics  products  31  85  36  24 

Stone,  clay,  C  glass  products  264  221  189  34 

Transportation  equipment  109  -4  91  141 

Motor  vehicles  &  equipment  .  41  -40  8  110 

Other  68  36  83  31 

InstrvMients  and  related  prods.  101  112  125  162 

Other  (D)  416  478  657 

Wholesale  trade  1391  1410  1533  1348 

Mator  vehicles  and  equipnent  ...  624  365  352  386 

Professional  &  commer.  equip.  ..  58  124  193  114 

Metals  and  minerals  106  101  107  101 

Electrical  goods  135  225  267  233 

Machinery  <  equipment  48  87  112  108 

other  durable  goods  48  122  146  148 

Groceries  and  related  products  .  63  59  29  54 

Farm  product  raw  materials  30  57  56  24 

Other  nondurable  goods  279  271  270  180 

Retail  trade  271  508  549  274 

General  merchandise  stores  4  163  100  (D) 

Food  stares  171  205  235  388 

Apparel  and  accessory  stores  45  43  56  (D) 

Other  51  9  7  158  134 

Finance,  except  banking   744  433  431  73 

Insurance  476  491  328  652 

Real  estate  -25  230  233  178 

Services  239  420  486  248 

Hotels  6  other  lodging  places  ..  34  55  39  14 

Business  services  76  131  234  137 

Computer  S  data  proc.  serv.  ..  38  36  30  44 

other  business  services  38  96  203  93 

Motion  pictures  (D)  16  97  35 

Engineering  £  arch,  services  ...  17  47  24  42 

Account.,  resch.  (  igmt.  serv.  .  19  29  30  18 

Health  oervioes  14  14  15  17 

Other  services  (D)  127  46  -16 

Other  industries  256  558  93  607 

Agriculture,  forestry,  (  fish.  .  26  45  29  57 

Mining  104  120  212  406 

Coal  33  56  27  14 

Other    70  65  185  392 

Construction    6  46  57  67 

Transportation    64  289  -263  -76 

Comunication   (   pub.    utilities    .  57  58  57  153 


Table  62. --U.S.  Merchandise  Exports  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1980  1981  1982  1983  1984  1985  1986 

All  industries  52199  64066  60236  53854  58186  56401  49560 

Mining   810  953  1096  890  796  883  924 

Petroleum  997  1894  1531  1436  1313  1577  1164 

Manufacturing   9048  13590  12883  12045  13078  12849  12805 

Food  and  kindred  products  617  724  597  545  463  376  504 

Chemicals  and  allied  products  ..  2133  5105  4722  4610  5240  5210  5390 

Industrial  chemicals  1408  4222  3923  3764  4226  4056  4392 

Drugs   210  298  277  336  348  463  650 

Soap,  cleaners,  t     toiletries  .  193  189  225  150  190  144  212 

Agricultural  chemicals  (D)  275  247  314  426  477  83 

Other  (D)  121  50  46  50  69  S3 

Primary  and  fabricated  metals  ..  1059  1171  1153  1332  1304  1501  1443 

Primary  metal  industries  854  935  884  1160  957  1247  916 

Fabricated  metal  products  ....  205  236  269  172  347  254  527 

Machinery  2995  3734  3460  3258  3534  3216  3184 

Machinery,  except  electrical  .  1553  2187  1905  1702   '  1554  1458  1007 

Electric  t     electronic  equip.   .  1441  1547  1554  1557  1981  1758  2178 

Other  manufacturing  2245  2856  2951  2299  2536  2547  2283 

Textile  products  and  apparel  60  84  75  75  69  64  63 

Lumber  and  furniture  132  95  80  126  140  159  153 

Paper  and  allied  products  ....  383  672  609  509  357  255  224 

Printing  and  publishing  ......  79  83  89  83  99  193  115 

Rubber  and  plastics  products  .  57  81  76  60  73  69  88 

Stone,  clay  (  glass  products  .  £1  112  195  175  230  223  141 

Transportation  equipment  1162  1323  1441  967  1149  1172  983 

Instruments  (  related  prods.  .  151  242  243  201  230  248  362 

Other  159  164  141  103  189  164  156 

Wholesale  trade  40713  46487  43336  38454  40539  38257  33727 

Motor  vehicles  and  equipment  ...  2532  3333  3253  2986  3255  3298  3142 

Metals  and  minerals  15097  15968  13272  11503  10778  10725  10630 

Other  durable  goods  2673  2879  2368  1911  1876  2227  1927 

Farm  product  raw  materials  19246  23017  23044  20265  22888  20244  16006 

Other  nondurable  goods  1164  1290  1399  1789  1742  1763  2021 

Retail  trade  450  541  667  405  442  337  374 

Food  strs.,eat.  (  drink. places  .  14  15  12  15  13  10  11 

Retail  trade,  nee  437  526  655  390  429  327  363 

Finance,  except  banking   (D]  151  124  138  (D)  (D)  233 

Insurance  0  3  8  (D|  (D)  0  0 

Realestate  (*)  (*|  (*)  (D)  (D)  (D)  4 

Other  industries  (D)  446  590  475  (D)  ( D )  330 

Agriculture  49  60  49  SO  53  73  74 

Forestry  and  fishing  (D)  4  (D)  15  4  5  5 

Construction  43  315  406  160  64  (D)  77 

Transportation  2  4  '   (D)  (D)  (D)  5  7 

Conmunication  t  pub.  utilities  .13  1  (D)  (D)  0  1 

Services  35  59  58  242  169  180  167 


Table    63. — U.S.    Merchandise    Exports    by  Affxliates,    by    Industry    of   Affiliate,     1987-90 

[Millions  of  dollars] 

1987         1988         1989         1990 

All  industries  48091  69541  86316  91137 

Petroleum  1186  1686  2014  2916 

Petcoleun  (  coal  prods,  nanuf.  .  750  883  1115  1334 

Other  436  803  898  1582 

Manufacturing 15487  25192  31873  32729 

Pood  eind  kindred  products  518  1530  1402  1611 

Beverages  53  585  118  151 

Other  466  945  1284  1460 

chemicals  and  allied  products  ..  6849  8688  9556  11322 

Industrial  chemicals  5654  7276  8052  9430 

Drugs  750  763  956  971 

Soap,  cleaners,  (  toiletries  .  170  256  287  288 

Other  275  392  261  634 

Priiary  and  fabricated  metals  ..  1509  1896  3528  2632 

Primary  metal  industries  1085  1104  1677  1679 

Ferrous 104  169  263  319 

Nonferrous  980  935  1414  1360 

Fabricated  metal  predicts 424  792  1851  952 

Machinery  3439  8558  11409  9922 

Machinery,  except  electrical  .  1391  2433  4844  4887 

Computer  &  office  equip.  . . .  560  828  1353  1549 

Other  831  1605  3491  3337 

Electric  {  electronic  equip.  .  2048  6125  6564  5035 

Audio,  video,  {  coonm 737  3848  4064  1475 

Electronic  components  498  1005  1082  1353 

Other  813  1272  1419  2207 

Other  manufacturing 3173  4520  5978  7242 

Textile  products  and   apparel  .  90  197  305  285 

Lumber  and  furniture  197  220  312  386 

Paper  and  allied  products  .  410  563  681  70S 

Printing  and  publishing  117  209  232  568 

Newspapers  (D)  0  0  0 

Other  (D)  209  232  568 

Rubber  products  175  442  403  749 

Misc.  plastics  products  110  164  201  203 

Stone,  clay,  {  glass  products  185  375  517  615 

Transportation  equipment  620  724  1198  1239 

Motor  vehicles  &  equipment  356  475  498  490 

Other  264  248  700  749 

Instruments  and  related  prods.  680  878  1188  1301 

Other  590  749  941  1190 

Wholesale  trade  29165  40035  49096  52072 

Motor  vehicles  and  equipnent  ...  3111  4146  4847  4887 

Professional  &  commer.  equip.  ..  196  506  758  762 

Metals  and  minerals  11007  9695  10756  12086 

Electrical  goods  833  824  1797  1708 

Machinery  (  equipment  1058  6084  7698  10320 

other  durable  goods  589  833  1290  1453 

Groceries  and   related  products  .  1418  1519  1570  1562 

Farm  product  raw  materials  9753  14452  18138  16626 

Other  nondurable  goods 1200  1978  2243  2668 

Retail  trade 948  1184  1447  1183 

General  merchandise  stores 21  24  11  12 

Food  stores  8  1  (D)  1 

Apparel  and  accessory  stores  ...  10  12  (D)  4 

Other  909  1148  1207  1166 

Finance,  except  banking   1  (D)  6  6 

Insurance  0  (D)  0  0 

Real  estate  0  (*)  3  7 

Services  228  230  301  523 

Hotels  &  other  lodging  places  . .  1  1  1  1 

Business  services  35  49  70  148 

Computer  (  data  proc.  serv.  ..  18  28  54  93 

Other  business  services  18  21  15  55 

Motion  pictures 4  14  41  83 

EJigineering  &  arch,  services  ...  125  85  179  260 

Account.,  resch.  t  mgmt.  serv.  .  50  (D)  3  (D) 

Health  servioes  0  0  0  0 

Other  services  14  (D)  8  (D) 

Other  industries  1075  1182  1577  1701 

Agriculture,  forestry,  (  fish.  .  63  130  210  288 

Mining  932  1030  1183  1230 

Coal  440  430  206  247 

Other  492  600  977  983 

Construction  79  21  165  165 

Transportation  0  0  IS  12 

Communication  (  pub.  utilities  .114  5 


Table  64.-- U.S.  Jferciiandiae  Enports  by  Affiliates,   Indistry  of  Affiliate  ly  Oountry  of  UBO,   1990 

[Millions  of  dsllars] 
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Table  65. --U.S.  Merchandise  Imports  by  Affiliates,  by  Industry  of  Affiliate,  1980-86 

[Millions  of  dollars] 

1960  1981  1982  1983  1984  1985  1986 

All  industries  75803  82259  84290  81464  100489  113331  125732 

Mining  28  71  137  93  174  21S  274 

Petroleum  10589  10040  8486  6958  6272  6416  6623 

Manufacturing   10413  13226  12386  14021  18172  18635  20617 

Food  and  kindred  products  952  1460  1435  1526  1727  1449  1580 

Chemicals  and  allied  products  ..  1744  3463  2759  2963  4304  4281  4387 

Industrial  chemicals  1138  2851  2094  2172  3086  3053  3026 

Drugs   187  167  232  322  425  488  917 

Soap,  cleaners,  4  toiletries  .  133  134  128  113  189  196  252 

Agricultural  chemicals  (D|  (D)  228  287  509  403  29 

Other   (D|  (D|  77  69  94  142  163 

Primary  and  fabricated  metals  ..  1873  1767  14S2  1990  2684  3020  3644 

Primary  metal  industries  1673  1519  1232  1744  2354  2€43  2819 

Fabricated  metal  products  ....  200  248  220  246  330  377  825 

Machinery  3474  3421  3160  4010  5205  5704  6481 

Machinery,  except  electrical  .  1461  1631  1441  1398  1787  1996  2121 

Electric  (  electronic  equip.   .  2013  1789  1718  2612  3418  3709  4360 

Other  manufacturing  2370  3115  3580  3531  4251  4181  4524 

Textile  products  and  apparel  .  81  116  95  113  141  192  211 

Lumber  and  furniture  98  144  124  129  188  202  245 

Paper  and  allied  products  ....  459  592  541  440  402  164  162 

Printing  and  publishing  87  287  240  266  326  453  125 

Rubber  and  plastics  products  .  126  192  181  233  253  248  24S 

Stone,  clay  i     glass  products  .  115  104  110  139  225  349  484 

Transportation  equipment  929  1168  1702  1590  1948  1706  1966 

Instruments  6  related  prods.   .  291  305  372  380  441  526  744 

Other  184  206  215  241  326  341  342 

Wholesale  trade  54020  57908  61679  59048  72478  84568  94517 

Motor  vehicles  and  equipment   ...  18068  20249  20912  22775  29311  33969  43637 

Metals  and  minerals  15823  14671  17956  11737  12052  11777  12715 

Other  durable  goods  10476  12188  12853  14179  19903  23275  24180 

Farm  product  raw  materials  4756  5508  5615  5137  5295  8932  5618 

Other  nondurable  goods  4897  5292  4343  5220  5916  6615  8367 

Retail  trade  608  791  1030  915  1161  1386  1710 

Food  8trs.,eat.  6  drink. places  .  (D)  71  57  45  17  40  12 

Retail  trade,  nee  (D)  719  973  869  1144  1346  1698 

Finance,  except  banking   10  49  (D)  227  (D)  (D)  (O) 

Insurance  (•)  1  1  1  (D)  (*|  (*) 

Realestate  (•)  (•)  4  5  (D)  (B)  (D) 

Other  industries  136  173  (D)  198  (D)  (O)  (D) 

Agriculture  11  (D)  3  11  4  21  15 

Forestry  and  fishing  (•)  (')  {')  (D)  (D)  (S)  (D) 

Construction  42  50  88  47  210  174  120 

Transportation  (D)  13  12  6  7  6  14 

Communication  &  pub.  utilities  .  (0|  (D)  (D)  (D|  (D)  (D)  29 

Services  38  67  61  88  91  240  114 


Table    66. — U.S.    Merchandise    Inports    by  Affiliates ,    by   Induetry   of  Affiliate,    1987-90 

CMillions  of  dollars] 

1987         1988         1989         1990 

All  industries  143537  155533  171847  180674 

Petcoleujn 8971  7936  14145  18842 

Petroleum  £  coal  prods,  nanuf.  .  5964  5764  8648  9703 

Other  3006  2172  5497  9139 

Manufacturing 24546  32762  40871  45107 

Flood  and  kindred  products  1641  2112  2455  2400 

Beverages  763  1290  675  588 

Other  878  822  1780  1812 

Chemicale  and  allied  products  ..  5200  6395  7580  8876 

Industrial  chemicals  3468  3933  5259  6084 

Drugs  1150  1631  1841  2085 

S<»p,  cleaners,  (  toiletries  .  195  344  294  343 

Other  388  487  187  365 

PriiBry  and  fabricated  netals  ..  3680  3943  5023  5020 

Primary  metal  industries  2810  2889  3404  3860 

Ferrous  570  672  740  1032 

Nonferrous  2240  2217  2664  2827 

Fabricated  metal  products  870  1054  1619  1161 

Machinery  7634  11639  14368  16947 

Machinery,  except  electrical  .  2876  3622  5957  7879 

Computer  i   office  equip.  ...  846  979  1720  4450 

Other  2030  2643  4237  3429 

Electric  S  electronic  equip.  .  4758  8017  8412  9068 

Audio,  video,  (  coarai 2208  4545  5056  4704 

Electronic  components  1091  1067  1545  2044 

Other 1459  2406  1811  2320 

Other  manufacturing 6391  8673  11445  11864 

Textile  products  and  apparel  .  280  600  659  392 

Lumber  and  furniture  228  243  163  163 

Paper  and  allied  products  ....  385  641  699  803 

>   Printing  and  publishing  117  209  166  195 

Newspapers  1  1  1  1 

Other  117  209  166  195 

Rubber  products  776  646  702  1046 

Hisc.  plastics  products  200  487  472  594 

Stone,  clay,  S  glass  products  633  792  808  1035 

Transportation  equipment  2303  3248  6062  5820 

Motor  vehicles  &  equipment  .  1569  2415  5415  5315 

Other  735  833  647  504 

Instruments  and  related  prods.  821  648  838  1034 

Other  647  1159  875  779 

Wholesale  trade  107278  111481  114049  113439 

Motor  vehicles  and  equipnent  50040  49455  46454  45733 

Professional  &  commer.  equip.  ..  6581  8709  9779  7995 

Metals  and  minerals  15382  12082  11679  12143 

Electrical  goods  15140  15105  17494  19192 

Machinery  i   equipment  4770  9548  10912  10385 

other  durable  goods  3024  3884  4445  4499 

Groceries  and  related  products  .  3637  3719  3281  2922 

Farm  product  raw  materials  2533  2219  3496  3572 

Other  nondurable  goods  6170  6759  6509  6998 

Retail  trade  2134  2271  1829  1937 

General  merchandise  stores  271  431  415  348 

Food  stores  102  71  77  107 

Apparel  and  accessory  stores  ...  439  421  457  517 

Other  1322  1348  879  964 

Finance,  except  banking   35  (")  0  4 

Insurance  (*)  0  0  0 

Real  estate  1  (*)  3  2 

Services  130  512  225  389 

Hotels  6  other  lodging  places  . .  4  4  3  3 

Business  services  67  62  118  161 

Computer  S  data  proc.  serv.  ..  9  9  13  28 

Other  business  services  .' 58  53  105  133 

Motion  pictures  3  38  46  83 

Engineering  {  arch,  services  ...  34  78  47  60 

Account.,  resch.  t  igmt.  serv.  .  1  (D)  2  1 

Health  services  0  0  0  0 

Other  services  22  (D)  9  80 

Other  industries  442  571  724  953 

Agriculture,  forestry,  C  fish.  .  4  4  5  12  37 

Mining  328  411  193  327 

Coal  178  191  10  (D) 

Other    150  220  183  (D) 

Construction    71  74  361  (D) 

Transportation   (D)  5  121  (D) 

CoBununication  I  pub.    utilities    .  (D)  37  38  30 


Table  67.-- U.S.  MencKsndiae  Iiports  by  Affiliates,   Ii^iiatry  of  Affiliate  by  Oounbry  of  LBD,   1990 

[Millions  of  dallars) 
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Table  68. — Sales  of  Serviceo  to  Foreigners  by  Affiliates, 
by  Industry  of  Affiliate,  1987-90 
[Millions  of  dollars] 

1987         1988         1989         1990 

All  industries 4431  6032  7943  9259 

Petroleum  374  737  705  750 

Petrolevsi  (  coal  prods,  nanuf.  .  0  190  105  31 

Other  374  548  600  719 

Hanufacturing  296  309  958  1006 

Food  and  kindred  products  (*)  (*)  3  19 

Beverages  (*)  0  0  0 

Other  (•)  (*)  3  19 

Chemicals  and  allied  products  .  .  49  75  65  69 

Industrial  chemicals  49  64  62  66 

Drugs  (•)  (•)  (•)  (-) 

Soap,    cleainers,    I  toiletries    .  (*)  11  1  1 

other    (*)  (*)  1  3 

Priiary  and  fabricated  metals    . .  36  29  478  50 

Prinvary  metal   industries    (*)  (*)  82  7 

Ferrous   0  0  0  6 

Nonferrous  (•)  (*)  82  1 

Fabricated  metal  products  ....  35  29  396  43 

Machinery  183  163  280  742 

Machinery,  except  electrical  .  12  78  81  226 

Computer  &  office  equip.  ...  11  50  64  205 

Other  1  28  17  21 

Electric  S  electronic  equip.  .  171  86  199  516 

Audio,  video,  (  comm 45  47  50  61 

Electronic  components  17  19  50  41 

Other  109  19  98  414 

Other  manufacturing 28  41  132  127 

Textile  products  and  apparel  .  2  3  1  (*) 

Lumber  and  furniture  (*)  (*)  (*)  (*) 

Paper  and  allied  products  ....  11  1  2  (*) 

Printing  and  publishing  1  21  23  33 

Newspapers  0  IS  17  15 

Other  1  5  6  18 

Rubber  products  4  5  5  24 

Misc.  plastics  products  3  8  5  (*) 

Stone,  clay,  <  glass  products  0  (*)  5  17 

Transportation  equipment 3  2  3  18 

Motor  vehicles  &  equipment  .0  1  1  15 

Other  3  2  3  3 

Instruments  and  related  prods.  5  1  8  7  35 

Other  (")  (*)  (")  (*) 

Wholesale  trade  149  214  243  463 

Motor  vehicles  and  equipnent  ...  15  31  29  42 

Professional  &  commer.  equip.  ..  10  12  11  24 

Metals  and  minerals  7  21  9  26 

Electrical  goods  37  42  77  226 

Machinery  S  equipment  50  54  86  121 

Other  durable  goods  (*|  4  (*)  1 

Groceries  and  related  products  .  14  19  5  10 

Farm  product  raw  materials  3  18  20  1 

Other  nondurable  goods  12  13  5  12 

Retail  trade  11  31  18  30 

General  merchandise  stores (")  (*)  1  14 

Food  stores  0  (*)  0  0 

ApE»rel  and  accessory  stores  ...  2  1  (")  (*) 

Other  9  29  17  16 

Finance,  except  banking   683  783  756  1227 

Insurance  94  1140  408  401 

Real  estate  Ill  146  99  359 

Services  1640  1453  2109  2247 

Hotels  t   other  lodging  places  ..  102  150  217  327 

Business  services  251  240  839  445 

Computer  i   data  proc.  serv.  ..  130  105  211  209 

Other  business  services  121  135  628  236 

Motion  pictures  423  360  401  896 

Engineering  (  arch,  services  ...  535  297  422  295 

Account.,  resch.  t  mgmt.  serv.  .  236  303  182  209 

Health  services  32  3  4  5 

Other  services  60  101  43  71 

Other  industries  1075  1218  2649  2775 

Agriculture,  forestry,  (  fish.  .  (*)  4  18  3 

Mining  5  4  18  26 

Coal  3  2  1  1 

Other  2  1  17  24 

Construction  23  16  21  20 

Transportation  992  1157  2557  2699 

Comnunication  t  pub.  utilities  .  56  38  34  28 
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